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introduction: 

1. The Prime Minister of Pakistan vide; SPM letter No. 7 55/A/M/S PM/2020 dated 
20.02.2020 constituted an Inquiry Committee to probe into the sugar crisis in 
the country. Based upon the recommendations of the Committee, the Federal 
Government constituted Inquiry Commission under Pakistan Commission of 
Inquiry Act, 2017 to probe the issue at length vide Notification No. F.5/14/2020- 
FIA dated 16 th March 2020. The Commission comprised of the following 


members: 

i. Mr. Wajid Zia, Director General, FJA Chairman 

ii. Mr. Goher Nafees, DG, Anti-Corruption Punjab Member 

iii. Mr. Ahmad Kamai, DDG IB Member 

iv. Mr, Bilaf Rasut, Executive Director, SECP Member 

v. Mr. Majid Hussain Chaudhry, Joint Director, SBP Member 

vi. Dr. Bashirullah Khan Marwat, DG l&J FBR Member 

vii. Cot. M'uhammad Faisal Gul, ISI Member 


2 , The following TORs were assigned to the Commission of Inquiry: 

a. Whether the production, this year, was low as compared to past years? 
Was low production the primary reason for increase in prices? 

b. Was the minimum support price sufficient? 

c. Did the Mills purchase sugarcane at exorbitantly higher prices than the 
minimum support price? If yes, then reasons thereof; 

d. Reasons for milts not purchasing sugarcane, for a limited period of a few 
weeks, from the farmers and its impact, if ary, on sugar prices; 

e. Basis for determination of Ex-Mill price? Reasons for increase in Ex-Mill 
price; 

f. Market manipulation/cartelization by sugar mills, if any; 

g. Impact of forward contracts on the prices of sugar and whether any 
mafafide is involved; 

h. Whether margins between Ex-Mill and retail prices increased, compared 
to previous years, or otherwise. If yes, reasons thereof and potential 
beneficiaries; 

i. Impact of tax increase on sugar prices at Ex-M ifl/Retai I level; 

j. Hoa rding at whole sale/Retail level and within suga r m ills vis- 
a-vis stocks of last year; 

k. Was export of sugar justified? Any subsidy given on export and its 
impact, with potential beneficiaries; 

l. Basis for determination of retail price of sugar; 

m. Role of various stakeholders, including government institutions and 
private sector in increase in sugar prices, including timely/preventive/ 


Page 5 of 253 


pre-emptive remedial measures to control sugar prices and malafide, if 
any, of any stakeholder; and, 

n. Verification of the sale of sugar to find out malpractices of hoarding and 
manipulation of supply to the market to maximize profiteering, 

o. Physical verification of stocks to find whether there is any 
excess/shortage of stock as shown in the books and verification of the 
genuineness of the sales record, 

p. The Role of Competition Commission of Pakistan in this crisis, 

q. Benam i transactions and profits {a pproxi mately) earned during the suga r 
crisis, 

r. the Commission shalt submit the report to the Prime Minister within 40 
days after issuance of this notification, 

$, Any other issue, deemed appropriate, related to the increase in recent 
sugar prices; 

3. In order to inquire into the sugar crisis as per the TORs, the Inquiry Committee 
held a series of meetings/briefings with the relevant Federal Government 
stakeholders such as the Ministry of National Food Security, Ministry of 
Industries & Production, Ministry of Commerce & Trade, Utility Stores 
Corporation, Federal Board of Revenue, Agriculture Policy Institute, and others. 
Record of all the meetings is available for perusal. 

4. Meetings were conducted and the record was also sought from the relevant 
provincial departments i.e., agriculture, food department. Cane Commissioners, 
PCSIR etc., through their concerned Chief Secretaries to obtain details about the 
growth, production, enforcement, reporting mechanism of sugarcane growth 
and production and sales of sugar. In addition, the Provinces were also asked to 
provide their input regarding the TORs. 

5. The meetings were also conducted with the PSMA, Representative bodies of 
farmers from all over the country and the private experts concerned with the 
sugar sector. 

6 . In addition, the Commission also interviewed Mr. Shahid Khaqan Abbasi, 
Former Prime Minister of Pakistan, Mr. Khurram Dastagir, Former Federal 
Minister, Mr. Asad Umer, Federal Minister for Planning and Development, Mr. 
Abdul Razak Dawood, Advisor to Prime Minister on Commerce and Industries, 
Mr Shoukat Ali ACS Punjab, Mr. Usman Buzdar, Chief Minister Punjab. 

7. The CEOs/their representatives were also called to discuss the findings of the 
audit teams. 

8. The Commission of Inquiry selected following ten mills and constituted 09 
teams to carryout forensic audit. 

i. Alliance Sugar Mills, Ghotki 

ii. JDW1,2, & 3 Sugar Mills RY Khan and Ghotki 

ill. Al-Moiz 1 Sugar Mills Dl Khan 

iv. Al-Moiz 2 Sugar Mills Mianwali 

v. Al-Arabia Sugar Mills Sargodha 

vi. Hamza Sugar Mills RY Khan 

vii. Hunza 1 & Hunza 2 Sugar Mills Faisalabad & Jhang 
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9. Despite the limited time available to the Commission and the resource 
constraint, a reasonably large representative sample of total sugar Industry in 
form of above-mentioned sugar mills was selected. These mills produce about 
26 % of the total sugar production In Pakistan and are located In three provinces 
of the country. Out of these selected sugar mills, 07 sugar mills are in Punjab, 02 
in Sindh and 01 in KPK, 

10, Each team comprised of the officers from the following depa rtments: 

i. Federal Investigation Agency 

it. Cyber Crime Wing, FIA 

ill* Anti-Corruption Establishment, Punjab 

tv. Securities and Exchange Commission of Pakistan 

v. State Bank of Pakistan 

vi. Auditor General of Pakistan, DG Commercial Audit 

vii. Federal Board of Revenue 

viii. Intelligence Bureau 

ix. (Si 
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0. Whether the production this year was low as compared to past year? 
Was low production the primary reason for the increase in price? 

11. The total area under cultivation of sugarcane in the country has slightly 
decreased by 2.68% as compared to the previous year; however, the production 
of sugarcane has increased by 1% due to better yield as per figures reported by 
provinces. Contrarily, the country produced 4,812 Million Metric Tons of sugar 
during current year (2019-20) as against 5.268 Million Metric Tons of sugar 
production during previous crushing season showing a decrease of 0.456 Million 
Metric Tons or 8.66% as per data provided by the Provincial Governments. Year- 
wise comparison of cultivation area, sugarcane production & crushing and 
production of sugar during last 5 years is given below; 

Table: 1. Area under cultivation of sugarcane and sugarcane produced in Pakistan 


CRUSHING 

SEASON 

CULTIVATION 

OF SUGARCANE 
(000 Acres) 

SUGARCANE 

PRODUCTION 
{Million Ton) 

SUGARCANE 

CRUSHED 
(Million Ton) 

PRODUCTION OF 

SUGAR 
(Million Ton) 

201S-16 

1743.426 

65.482 

50,056 

5.123 

m is-17 

1922 439 

75.43 B 

71.247 

7.080 

ZO17-18 

2123.48 2 

83.322 

65-6*9 

6.631 

ZO18-19 

1756.390 

67.123 

49.768 

5.26 S 

ZD 19-20 

1709.403 

67.769 

4B.23 

4.812 


Source: Data provided by the Provincial Governments & FBR 


Graph: 1. Sugarcane Production, Crushed and Sugar Production 

in Pakistan 



2015-16 2Lll6-17 2017-IS 2018-19 2019-20 [till 

18.03.2020) 


■ SUGARCANE PRODUCTION j Million Metric Tans} 

■ SUGARCANE CRUSHED lMillion Metric Tons) 

■ PRODUCTION OF SUGAR (Million Metric Tons] 


12. The above graph shows the substantial difference in quantity of sugarcane 
produced and the sugarcane crushed by the sugar mills throughout the country 
during last 5 years. Province-wise analyses of the gap in the sugarcane 
production and crushing for the last 3 years is given in table below; 


Tab le 2: Area under cultivation of sugarcane and sugarcane produced in Pakistan 


Province 

Crushing 

Season 

Sugarcane 

Production 

(MMT) 

Sugarcane 

Crushed 

(MMT) 

Difference 

Quantity 

(MMT) 

Percentage 

Punjab 

2017-IS 

55 

40 

15 

27.27% 

2018-19 

45 

30 

15 

33.33% 

2019-20 

44.13 

31.43 

12.7 

28.78% 
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kPK 

2017-18 

7.61 

4.514 

3.096 

40.68% 

201B-19 

5.532 

3.726 

1.306 

32.65% 

2019-20 

5.624 

2.94 

2.684 

47.72% 

Sindh 

2017-18 

20.61 

21.63 

-1.014 

-4.92% 

2013-19 

16.69 

15.93 

0.76 

4.55% 

2019-20 

18.01 

14.23 

3.73 

20.71% 


Source: Data Provided by the Provincial Governments 

13. As can be seen in the above table, the highest difference in percentage terms 
was in KPK which might be due to the fact that certain amount of sugarcane is 
crushed for the production of “Gurr" in the province; however, this production 
of "Gurr" is not verifiable as there is no record of the quantities of "Gurr" 
produced. There are other consumptions at focal level including the sugarcane 
used as seed but those are minor quantities. The gap of about 30% in Punjab is 
inexplicable in terms of consumption except that sugarcane is being crushed but 
is not been shown by the sugar mills. According to evidence collected by the 
forensic audit teams, sugarcane is also purchased off-the-books by the sugar 
mills and resultantly off-the-books sugar is produced and sold in the market. 
Further, evidences of weight recording below the actual weight and unjustified 
weight deductions were also collected by forensic audit teams This 
phenomenon is discussed in detail in TOR (s). These alleged practices are not 
only a loss to the Government exchequer in terms of GST, but is also not 
accounted for towards the GDP of the country, It is the responsibility of the 
Cane Commissioner to ensure that all sugarcane purchased is documented and 
FBR to ensure that all sugar produced and sold is properly recorded. 

14. The area under cultivation of sugarcane, and the quantity of sugarcane 
produced, started increasing since 2015-2016. The years 2016-2017 and 2017- 
2018 were peak years and record quantities of sugarcane were produced. 
Resultantly, quantity of sugar produced was much higher than the national 
requirement. Moreover, the prices of sugar remained low due to abundant 
quantity of sugar despite substantial exports. Since, the production of sugar was 
more than the national requirement, the carryover stocks in the pursuing years 
were also high, However, the production of sugarcane and sugar substantially 
decreased during the year 2018-19 and 2019-20 by 20.55% and 19.44% 
respectively compared to 2017-2018. 

15. During the current year, the area of cultivation decreased and the production of 
sugarcane actually increased marginally as compared to last year. However, 
actual production of sugar has decreased by 8 66%. The gap between sugarcane 
produced and sugarcane crushed still remained at 28.83 which points towards 
the possibility of off-the-book procurement of sugarcane and off-the-book 
production of Sugar. Further, the perception created by rumors about lesser 
area of cultivation, low carryover stocks due to continuous exports and less 
production of sugarcane & sugar did contribute to the increase in purchase 
prices of sugarcane and ultimately increased cost of production of sugar. 
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Findings: 

16. This year, the production of sugar is 4.812 MMT; 8.66% lower than the previous 
year. Keeping in view the claimed carryover stocks of about 0.5 MMT, the 
quantity of sugar produced would be barely equal to the estimated annual 
national consumption of more than 5.2 MMT {as per data of national 
consumption provided by Statistics Bureau of Pakistan). 

17. The retail price of sugar increased from Rs, 55.99 per kg in December 2018 to 
R$. 74 64 per kg in January 2020. However, the major portion of the increase 
was between the period December 2018 to June 2019 when it rose from Rs. 
55.99 to Rs. 71 per kg. This price hike was well before the production cycle of 
current year. 

18, Less production this year did contribute a little but it is not the only factor of 
increase in sugar prices. Other factors like market manipulation, hoarding and 
practice of "Satta" were also responsible for price hike; which shall be discussed 
in latter parts of this report. The difference between sugarcane produced and 
crushed is significant. Significant quantity of this gap can be attributed to the 
off-the-book purchase of sugarcane and resultant off-the-book production of 
sugar. This factor is amply supported by the evidence gathered during the 
forensic audit of most of the sugar mills under audit. Although, modus-operandi 
of sugar mills under audit is different which is d iscussed in detail in later part of 
the report, the quantity of sugar, which is produced and sold off-the-book, is 
neither counted towards the GDP nor any tax is paid on this quantity. The cost 
of production of this unaccounted-for quantity is, however, counted towards 
the cost of sugar produced and shown on-the-books. Resultantly the cost of 
sugar production and the ex-mill price of sugar is shown to be higher than the 
actual and, therefore, the profit is shown less than the actual. This exaggerated 
cost of production also lays down the basis for the exaggerated claims of 
subsidy for export. 

Recommendation: 

19, The Government needs to devise a reliable mechanism to ensure accuracy of 
estimation of cultivation area and sugarcane production. 

20 A comprehensive study by the experts needs to be conducted about increasing 
yield of sugarcane crop, mapping and regulating specific areas for cultivation of 
sugarcane as per the requirements of country, appropriate and effective 
support price mechanism. 

21, Similarly, a study needs to be conducted to ascertain the differences between 
the sugarcane produced and the sugarcane crushed. Appropriate measures and 
checks by the cane commissioners and provincial governments also need to be 
taken for minimizing this difference and ensuring that no off-the-book 
production is carried out. 
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(bj Was the minimum support price suff icient? 

22. The support price was increased to Rs. 180 per 40 Kg in 2015-2016 and 
remained the same till the start of the current crushing season. The Provincial 
Governments of Punjab and KPK announced the enhancement of the support 
price to Rs. 190 while the Sindh Government increased the support price to Rs. 
192. The announcement was made just before the start of the crushing season 
on 29-10-2019, by Punjab, on 04-12-2019 by KP and on 09-12-2019 by Sindh. A 
comparison of support prices of all the three sugarcane producing provinces for 
the last 5 years is given below; 

Table 3: Support price of sugarcane per 40 Kg in Pakistan 


CRUSHING 

SEASON 

Support Price of Sugarcane (Per 40 KG) 

Punjab 

KP 

Sindh 

2015-16 

180 

ISO 

172 

2016-17 

180 

ISO 

182 

2017-18 

ISO 

180 

182 

201S-19 

ISO 

ISO 

182 

2019-20 

190 

190 

192 


Source: Data Provided by the Provincial Governments 

23. The support price of sugarcane is fixed by the Provincial Governments to 
protect the interests of the farmers. Another purpose of increasing the support 
price is to encourage the farmers to cultivate more sugarcane. As per 
procedure, the Agricultural Policy Institute (API) uses an elaborate system of 
calculation of support price and sends its non-binding recommendations to the 
Provincial Governments. However, as shown in above table, the support price 
had not been enhanced since 2015-2016 whereas, during current year, the 
announcement to enhance support price was made at a very late stage in 2019 
when the sugarcane harvesting had started instead of upfront enhancement at 
the start of the crop season. 

24. Sugarcane Control Board is established in each province under the Sugar 
Factories Control Act 1950. These Boards are composed of all the stakeholders, 
Including the representatives of the growers, and decide the support price. 
According to the reports from the Provincial Governments of Punjab, Sindh and 
KP, all the stakeholders were taken on board and agreed upon the current 
support price- 

25. As per the responses sent to The Commission by the Provincial Governments, 
the support price was sufficient which has also been endorsed by the API. 
However, the representatives of the farmers' associations from all over the 
country, in the meeting with The Commission did not agree about the 
sufficiency of support price as they darm that the minimum support price 
should be Rs. 250 per 40 Kg. They insisted that the cost of real inputs like the 
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fertilizers, seed, labour etc. have increased substantially since 2015-16 which 
was not catered for while increasing support price this year as the calculations 
made by API and Provinces do not reflect the reality on the ground and the 
estimates are far below the actual cost incurred by the farmers. They also 
claimed that the Sugarcane Boards do not include the real representatives and 
instead hand-picked farmers are included. 

26. The farmers representative also raised the issue that they did not get the 
minimum support price for the sugarcane. They claimed that the sugar mills 
procured the sugarcane below the minimum support price during the previous 
years and were also applying illegal deductions during the weighing and 
payment process. 

27. During the forensic audit, the Audit Teams have collected ample evidence that 
the sugarcane was procured by the sugar mills below the minimum support 
price during the crushing season of 2017-18 and undue deductions were also 
made. The details are discussed in TOR (s). 

Findings: 

28. The API calculated the cost of production of sugarcane at Rs. 139.54 per 40 Kg. 
for self-cultivated land and Rs. 186.74 for rented land at mill gate for Punjab. 
For Sindh, this cost was worked out as Rs. 147,59 per 40 Kg, and Rs. 192.63 per 
40 Kg. for self-cultivated and rented land at mill gate, respectively. The last 
increase in the support price was in 2015-2016 when it was fixed at Rs. ISO per 
40 Kg and remained the same till the start of the current crushing season where 
it was increased to Rs. 190/192 per 40 Kg. The Commission has also considered 
the fact that the support price remained stagnant at Rs. 180 per 40 kg. for four 
years and was increased only to the extent of Rs. 10 per 40 kg or 5.56%. 

29. The current support price does not seem sufficient to cater for the inflation and 
increase in the prices of other inputs. 

Recommendations: 

30. The Commission is of the view that there should be a comprehensive study to 
ascertain the actual cost of production of sugarcane and the resulting minimum 
support price by a committee of relevant Government departments, experts 
from API and representatives of farmers. 

31. The cost calculations and assessments should be made every year and agreed 
support price should be announced well before the start of cultivation season 
each year. 

32. The government should also consider proper calculations to earmark the target 
area for sugarcane cultivation in line with the requirements of our country, A 
cycle of less production, like this year, of sugarcane resulting in higher prices 
followed by excess production resulting in low prices is not good for the price 
stability of sugar and gives room to speculative activities. 

33. Government needs to establish an effective mechanism to ensure that the 
minimum support price is paid to farmers; without any price or weight 
deductions. In this regard, the current procedures of monitoring by cane 
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commissioners and complaints handling needs to be completely revamped as it 
has become redundant and ineffective, 
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c. Did the mills purchase sugarcane at exorbitantly higher prices than the 
minimum support price? If yes, then reasons thereof: 

34. There are differences in day to day purchase price of sugarcane of every sugar 
mill during the current season. Some sugar mills have purchased sugarcane at 
higher price while the purchase price of other sugar mills is comparatively low. 
The average seasonal purchase price of sugarcane for the whole of Pakistan Is 
Rs. 226 per 40 Kg. The support price was Rs. 190 per 40 Kg in Punjab and KP and 
Rs. 192 per 40 Kg in Sindh. The sugarcane was purchased at about 19% higher 
than the support price in whole of the country. The province-wise details of the 
data are shown in table below. 


Table 4: Seasonal average purchase price per 40 Kg: 


Province 

Support Price 
Rs. per 40 Kg 

Seasonal Average 

Purchase Price Rs. Per 
40Kg 

Difference 

Rs. Per 40 Kg 

Percentage 

Increase 

Punjab 

190 

224.0 

34.0 

17.89% 

KP 

190 

211,37 

21.37 

11.25% 

Sindh 

192 

233 

43.0 

22.40% 


Source. Oof a Provided by the Provincial Governments 


35. The national average procurement price of sugarcane is Rs. 226 per 40 kg. 

36. Speculation of low area of cultivation and low production of sugarcane meant 
that farmers were expecting prices higher than the support price. During the 
previous crushing seasons of 2016-2017 & 2017-2018, the production of 
sugarcane and sugar was much higher than the national requirement but the 
production of sugarcane has been decreasing since then. There was 
competition amongst the mills to purchase the sugarcane in this crushing 
season and due to low availability, as compared with the bumper crop years, 
the mifIs were wil ling to pay higher prices. 

Findings: 

37. National average procurement rate for the sugarca ne was Rs. 226 per 40 kg. 

38. The actual production of sugarcane increased marginally this year as compared 
to the previous year. As mentioned earlier 28.83% sugarcane produced did not 
reach the Mills for crushing. The production of sugarcane was marginally higher 
than the previous year. Therefore, the reason for the increase in the price of 
about 19% above the support price can only be attributed to the perception in 
the market about low production of sugarcane and, therefore, unwillingness of 
the growers to sell it at the support price. 

Recommendations: 

39. Over-production of sugarcane leads to the procurement below the minimum 
support price, whereas low production results in higher procurement prices. 
There is a fine balance that needs to be maintained. 
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Graph 2:C!osur* of Sugar Mills In Punjab & Sindh 


It is pertinent to mention here that, as per report of Punjab Government, "no 
provision exists under the current set of laws on sugar sector that can be 
invoked in case of crushing operation is temporarily stopped by the sugar mills". 
Same Sugar Factories Control Act of 1950, with few amendments, is also in 
vogue in Sindh. 
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d. Reasons /or mills not purchasing sugarcane , /or a /imited period o/ a 
/ew weed's, /rom tije farmers and its impact, if any, on sugar prices? 










43. The PSMA stated, during the meeting with the Commission, that the sugar mills 
did not go on strike. The reason for the closure of the mills was the low supply 
of cane. 


Table S: Average purchase price of sugarcane before, during and after the strike 


Period of purchase of sugarcane 

Average purchase price of sugarcane: 
Rs. Per 40 Kg 

Punjab 

Sindh 

30-11 2019 to 19-12-2019 (before mills closure) 

200.73 

193-58 

20.12.2019 to 01-01-2020 (During milts closure in 
Sindh only) 

200,73 

211.36 

30-12-2019 to 10-01-2020 (during the mills 
closure in Punjab only) 

203-83 

243.29 

11-01-2020 to 25-02-2020 (after the mills 
closure) 

229.48 

243.29 

3-0-11-2019 to 25-02-2020 (Seasonal Average} 

217.90 

226.52 


Source: Data Provided by the Provincial Governments 


44. As can be seen in the table, the average purchase price of sugarcane before the 
closure period of sugar mills in Punjab was Rs. 200.73 per 40 Kg and in Sindh it 
was Rs.198.58. This price was above the support price which in the past had not 
been the case. In fact, the farmers had to sell their produce below the support 
price in the past. This seems to be the major reason for the mill owners to go on 
strike in a bid to bring down the sugarcane prices as closures puts pressure on 
the farmers. 

45. The sugar mills in Punjab remained dosed from 30-12-2019 to 10-01-2020 while 
in Sindh from 20-12-2019 to 01-01-2020. The average purchase price for 
sugarcane during this closure period, for the sugar mills that remained 
operational in Punjab was Rs. 203.83 per 40 Kg and in Sindh Rs.211,36. This 
indicates clearly that the farmer was not ready to sell the sugarcane at a lower 
price despite the strike, in fact, the average purchase price for sugarcane after 
the strike in Punjab increased to Rs.229.48 per 40 Kg and in Sindh it went up to 
Rs. 243.29. This seems to be the result of intense competition amongst the 
sugar mills to entice the farmers for sugarcane purchase. 

46. According to the report of Government of Punjab, the average ex-mill price on 
29-12-2019 was Rs. 68.30 per Kg while it was Rs. 69.58 per Kg on 11-02-2020. 
Therefore, the impact of temporary closure of cane crushing on sugar price was 
Rs. 1.28 per Kg in Punjab. 

Findings: 

47. The sugar mills ceased operations citing the low availability of sugarcane which 
is not plausible as sugarcane was available in ample quantities, as the 
production of sugarcane this year is marginally higher than the previous year, 
before and after the closure of the mills. Apparently, it was an attempt to bring 
down the prices of sugarcane. The average procurement price, in the country, 
of sugarcane is Rs. 226 per 40 kg as compared to the support price 190/192 per 
40 kg. The increase is about 19% higher than the support price. 
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48. The cost of sugarcane is the major component in the cost of production of 
sugar. Hence, the higher procurement price of sugarcane has resulted in higher 
cost of production as calculated by the PSMA and the sugar mills. The 
Commission, however, has worked out the cost of production of sugar in the 
next TOR(e) which explains fully the actual calculation formulae of cost of 
production. 
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e. Basis for Determination of Ex-Mill Price? Reasons for 
increase in Ex-Mill Price: 

49. The ex-mill price can be defined as the price of a product at the gate of the mill 
and does not include any subsequent expenses. Components of ex-mill price are 
as follows: 

f, Cost of production of sugar only, 

iL Margin of the company - which usually covers all other costs 
(finance, salaries, administrative, selling, depreciation, etc.) and 
profit; and 
iii. Sales tax. 

50. The margin is determined by the company based on its operating and financial 
expenses, corporate taxes as well as competition in the market - in anticipation 
of making enough profit to sustain future operations and dividend payments. 
Sales tax is prescribed by the tax authority and is beyond the control of the 
company. The cost of production of sugar includes several expenses that are 
incurred and recorded by the management according to international principles 
and best practices of accounting. 

51. Upon analysis, the Commission has noted that the subjectivity in calculating the 
cost of production is a precursor to misreportmg and misrepresentation which 
requires minute scrutiny. Prior to delving into the complete findings, it is 
appropriate to present an academic view of the components of cost of 
production. 

Cost of Production- components, recognition, measurement and presentation 

52. The cost of production of sugar has never been accurately calculated by any 
authority in Pakistan. The Competition Commission of Pakistan (CCP) and the 
Ministry of Industries & Production have attempted to calculate (rather have 
validated) the cost of production of sugar of the mills based on figures provided 
by the PSMA and the sugar mills themselves, which renders the entire exercise 
futile. Therefore, the Sugar Inquiry Commission has undertaken a full-fledged 
exercise to lay down a comprehensive template for use by the government 
authorities for calculation of the cost of production in future (Armexure If 

53. In the analysis of the financial statements and other record obtained from the 
six sugar companies (10 sugar mills), it was noted that the calculation of the 
cost of production of sugar is invariably overstated by all the mills. The cost, as 
reported by the mills, includes expenses that have not been incurred for the 
production of sugar and should not have been included. The accounting 
standards and principles of the International Financial Reporting Standards 
(IFRS), that lay down the presentation and requirements with respect to the 
components of 'cost of goods sold' with respect to the sugar industry, are given 
in Armexure 2. Based on these principles, the following expense-heads 
constitute cost of goods sold of a sugar manufacturing mill having its own 
power generation facility and agriculture produce: 
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]. Procurement of sugarcane cost (inclusive of other costs necessary in 
bringing the material to condition and present location wherein it can be 
used in production process e.g. transportation, government duties); 

it. Fair value of own agriculture produces {including other cost necessary 
in bringing the material to condition and present location); 

ill. Chemicals and other consumables cost (oil lubricants used in the 
production process for production of main product or joint product or 
by-product); 

Iv. Insurance cost relating to raw material and production facilities; 

v, Salaries and related benefits cost of staff working directly in the 
production process or related to production process; 

vi. Depreciation of production facilities- only plant and machinery, factory 
building other capital asset used in production; 

v\l Repair and maintenance cost for maintenance of production facilities; 

viii. Energy Cost; 

ix. Packing material cost; 

x. Any written down in cost of inventories and consumable items held for 
production process; and 

xi. Other petty costs related to operation of production facilities (e.g. 
stationary, telephone, petty factory related expenses). 

xii. By-products- Bagasse, mud and molasses, are deducted from the cost 
of production on a net realizable value basis 

54. Apart from the items stated above, any other cost incurred during the 
production process related to production activity needs to be evaluated with 
respect to the principles of cost of inventories in order to be classified as a cost 
of goods manufactured. The cost of own-produced products used for internal 
consumption is also determined on the same principles as discussed in 
Annexure II, in order to calculate the cost of other specific products in 
production of which that own produced product is used. 

55. The PSMA was given the opportunity to present itself before the Commission 
and respond on the major issues highlighted by the Commission especially the 
Cost of Production of Sugar which forms an integral part of the Inquiry. The Cost 
of Production as computed by the Sugar Inquiry Commission which is based on 
the principles of IFRS [Annexure II) was shared with PSMA along with the 
template at Annexure I. 

56., The PSMA in its reply dated May 13, 2020 expressed its reservations regarding 
the treatment of Bagasse and exclusion of certain costs. The PSMA considered 
both of these as irrational but has not given a defined basis of its discontent or 
any reference to the IFRS in support of their contention. 

57. The creation of an arbitrary asset as mentioned by PSMA in its reply is also 
without any basis, as the determination of NRV takes into consideration the 
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purpose for which inventory is held, so that inventory should not be carried in 
excess of amounts expected to be realized from their sale or use. Therefore, 
question of recognizing arbitrary asset does not arise. 

58. Furthermore, considering the immateriality of by-product as compared to main 
product, NRV basis for adjustment of cost of conversion/cost of production is 
used, as detailed cost analysis of the by-product outweighs the benefits of doing 
so. 

59, The PSMA also put forward its point of view on the intrinsic costs relating to 
running a business and that to include cost such as the administrative and other 
related expenses such as interest/financial, taxes etc. in the determination of 
cost of production. However, the Commission strictly objects this point on the 
basis of accounting principles which clearly defines that the intrinsic costs 
related to running the business are not part of the cost of sales /cost of 
production and therefore are required to be accounted for and presented 
separately from cost of sales/cost of production, 


Major Discrepancies in the calculations of the cost of production of sugar 

60. Major discrepancies in the calculations of the cost of production of sugar by the sugar 


mills that were noted are: 

i) Inctusion of finance costs; 

ii) Inclusion of market committee fee; 

iil) loci usion of selling expenses; 

iv) Overstating depreciation costs; 

v) Overstating salaries, wages and adm in expenses; 

vi) U nderstating the net realizable value of by-products; 

vii) Inclusion of brokerage and commission; and 

viii) Incl usion of other income. 

ix) Inclusion of GST* 

'The PSMA has In its calculations included the sales tax in the cost of production 
and then charged profit on it. This is a deliberate attempt to overstate the 
calculation of the ex-mil! price and charge extra amount of Rs. 1 per kg. (Table 6 
below). This is tantamount to taking undue and illegal advantage from 
consumers, presenting untrue and unfair financials and indulging in 
manipulation and profiteering. 


Table 6: Cost of Production; Tax-Margin discrepancy 


Sugar Commission Calculation 

R 

s/K« 

PSMA 

Calculation 

R 

s/Kfi 

Cost of Production (A) 

40.0 

Cost of Production (A) 

40.0 

Margin (0 = A h 10%) 

4>0 

Sales Tax (B) 

10.2 

Sales Tax (C) 

10-2 

Margin C -{A +■ B)xlO% 

5.02 

Ex-MIII (A + B + Q 

54.2 

Ex-Mill (A + B + C) 

5S.22 





Margin 

10% 

Actual Margin 

12.55% 



Excess Margin Rs, 

1.02 
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Comparison of Cost of Production of PSMA with the Calculation fay the 
Commission 

61. Table 7: Comparison of the cost of production calculated by PSMA and the 
Commission 

Calculation of Cret off Frockictton flf Sugir 
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Wore: the sugar mills sell electricity to the Government at the rate of Rs, 10.40 per unit (KWH) 
which has been used in these calculations. 


The difference in the ex-mill price calculated by the PSMA i.e., Rs. 80.78 versus 
that calculated by the Commission i.e., Rs, 63 13 is quite apparent. Despite the 
fact that the Commission used a higher cost of sugarcane procured e.g., Rs. 215 
per 40 kg., the weighted average of 6 mills (representing the groups of the 
major producers of sugar in Pakistan - 2€>%) is significantly lower, in the event 
the support price rate of sugarcane of Rs. 190 is applied, the cost of production 
diminishes further to Rs. 57.69 as can be seen in the second comparison. The 
fundamental difference that occurs is in the incorrect treatment of the value of 
by-products as well as loading of financial costs by the sugar mills. 
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63. The working of the weighted average cost of production as calculated by the 


Commission for the last three years is shown in the tables below. 
Table 8: Cost of production Calculated by the Commission 2019-20 


Weighted Average Cost of Production by the Commission 2019-20 

Sugar Mill 

Sugar Production 

Weight 

Cost of 
Production 

Weighted 

Factor 

JDW 

548.22 

0.4B 

45,65 

21.99 

Hamza 

189.48 

0.17 

47.11 

7.84 

Hunza 

138.41 

0,12 

52,17 

6.34 

Alliance 

97,07 

0.09 

49,31 

4,21 

Al-Moiz 

127,69 

0.11 

50.21 

5.63 

Al-Arabia 

37,18 

0,03 

63,00 

2.06 

Total/Weighted Average 

l p 138,05 

1,00 


48.08 


Table 9: Cost of production Calculated by the Mills 2019-20 


Weighted Average Cost of Production by Mills 2019-20 , 

Sugar Mill 

Sugar Production 

Weight 

Cost of 

Production 

Weighted Factor 

JDW 

548,22 

0.48 

59.00 

28 42 

Hamza 

189,48 

0.17 

60.00 

9.99 

Hunza 

138.41 

0.12 

71.00 

8.63 

Alliance 

97.07 

0.09 

76.00 

6.48 

Al-Moiz 

127.69 

0,11 

65.00 

7.29 

Al-Arabia 

37.18 

0.03 

81.00 

2.65 

Total/Weighted Average 

l r 138.05 

1.00 


63.47 


Table 10: Cost of production Calculated by the Commission 2018-19 


Weighted Average Cost of Production by the Commission 2018-19 


Sugar Mill 

Sugar Production 

Weight 

Cost of 
Production 

Weighted 

Factor 

JDW 

640.26 

0.46 

37.01 

16,97 

Hamza 

231,01 

0.17 

36,57 

6.05 

Hunza 

123.10 

0.09 

44.48 

3,92 

Alliance 

127,81 

0.09 

34.77 

3,18 

Al-Moiz 

205,66 

0.15 

42,99 

6,33 

Al-Arabia 

68.55 

0.05 

47.91 

2.35 

Total/Weighted Average 

1,396.39 

1.00 


38.81 
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Table 11: Cost of production Calculated by the Mills 2018-19 


Weighted Average Cost of Production by Mi Hi 2018-19 

Sugar Mill 

Sugar Production 

Weight 

Cost of 
Production 

Weighted 

Factor 

JDW 

640.28 

0.46 

47.00 

21.55 

Hamza 

231.01 

0.17 

50.00 

8,27 

Hunza 

123.10 

0.09 

58.00- 

5.11 

Alliance 

127.SI 

0.09 

53.00 

4.85 

Al-Molz 

205.66 

0.15 

52.00 

7,66 ! 

Al-Arabia 

68-55 

0.05 

57.00 

2.80 

Total/ 1 Weighted Average 

1,396.39 

1.00 


50.24 


Table 12: Cost of production Calculated by the Commission 2017-18 


Weighted Average Cost of Production by the Commission 2017-18 

Sugar Mill 

Sugar Production 

Weight 

Cost of 

Production 

Weighted 

Factor 

JDW 

BSE.71 

0.49 

35.14 

17.06547295 

Hamza 

382.50 

0.21 

35.41 

7.401399915 

Hunza 

144.74 

0.08 

42.48 

3.359878555 

Alliance 

115.93 

0.06 

35.37 

2.272394435 

Al-Moiz 

251.S3 

0.14 

37.15 

5.112376009 

j A!-Arabia 

46.26 

0.03 

41.15 

1.040236223 

Total/Weighted Average 

1,829.97 

1.00 


36.25175809 


Table 13: Cast of production Calculated by the Mills 2017-18 


Weighted Average Cost of Production by Mills 2017-18 

Sugar Mill 

Sugar Production 

Weight 

Cost of 

Production 

Weighted 

Factor 

JDW 

888.71 

0.49 

45.00 

21,85397839 

Hamza 

382,50 

0 21 

46.00 

9.614828067 

Hunza 

144.74 

0.08 

58.00 

4.587419848 

Alliance 

115.93 

0 06 

53.00 

3.35760524 

Al-Moiz 

251.83 

0.14 

53.00 

7 293559648 

i Al-Arabia 

46.26 

0.03 

52.00 

1.314519099 

Total/Weighted Average 

1,829.96 

1.00 


48.02191029 


64, As can be seen from the above calculations, the cost of production calculated 
by PSMA is overstated by about 25-30% each year [2017-2018, 2018-2019 & 
2019-2020). 
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Cost of Production Calculated by the Sugar Mills 

65. Since 2017, cost accounts are not prepared and submitted to the SECP as would 
be explained later in this TOR. fn this regard, the Commission has conducted its 
own assessment of cost of production of the companies. The following is a 
comparison of the cost of production calculated by the sugar companies and 
that by the Sugar Inquiry Commission for the years 2017-2018, 2018-2019 and 
2019-2020: 


Table 14; Cost of production Analysis 2017-18 


2017-2018 

Company 

Cos t of Productlan 
fts. Pe r Kg. 

Difference 
RS. Per Kg. 
(A} 

Sugar 

Production 

Kg. 

M 

Overstated 

Cost 

Rs. 

(C=AxB) 

Sugar 

Commission . 

Sugar 

Cos. 

iDW 

35.14 

44,64 

9.51 

888,710,550 

8,449,268,680 

Hamza 

35.41 

45.63 

10.22 

382,495,000 

3,907,267,068 

Hunza 

42.48 

57.85 

15.37 

144,738,750 

2,224,678,612 

Alliance 

35.87 

53.04 

17.17 

115,930,000 

1,990,722,089 

Al N\q\z 

37.15 

52.53 

15.38 

251,823,200 

3,872,195,484 

Al Arabia 

41.15 

51.55 

10.40 

46,250,000 

481,125,799 

Total 

20,925,257,713 


Note: Detailed calculations of the cost of production for 2017-2018 are at Annexures 1A, 2A, 3 A, AA, 

SA and GA 


66. in 2017-18 the difference in the cost of production as calculated by the 
companies ranges from approximately Rs, 9 to R$, 17. The advantage gained by 
the companies by overstating the cost of production runs into Rs. 20.93 billion. 


Table 15; Cost of production Analysis 2018-19 


2018-2019 

Company 

Cost of Production 

Rs per Kg. 

Difference 
Rs. Per Kg- 
(A) 

Sugar 

Production 

Kg. 

W 

Overstated Cost 

Rs. 

<C=AxB) 

Sugar 

Commission 

Sugar 

Cos. 

JDW 

37.01 

46.98 

9.96 

640,277,000 

6,380,225,536 

Hamza 

36.57 

49.55 

12.98 

231,906,000 

2,997,909,775 

Hunza 

44.48 

58.39 

13 91 

123,095,000 

1,712,820,801 

Alliance * 

34.77 

52.62 

17 84 

127,810,000 

2,280,409,957 

Al Moiz 

42.99 

52,25 

9.26 

205,659,500 

1,904,380,367 

Al Arabia * 

47.91 

57.41 

9.50 

68,545,000 

651,252,916 

Total 

15,926,999,351 


* Unaudited accounts; Detailed calculations of the cost of production far 20l8-2019are at Annexures 
IB, 2B, 3B, 4B, SB and 6B 


67. In 2Q1B-19 the cost of production calculated by the companies is also inflated, 
ranging from approximately Rs. 9 to Rs. 17, making way for a windfall of Rs. 
15.53 Billion- 
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Table 16: Cost of production Analysis 2017-18 


2019-2020 

Company 

Cost of Production 

Rs. Per Kg. 

Difference 
Rs. Per Kg. 
(A) 

Sugar Production 
Kg. 

m 

Overstated Cost 

Rs. 

(C=AxB) 

Sugar 

Commission 

Sugar 

Cos, 

JDW 

45.65 

58.67 

13.02 

543,219,000 

7,139,837,927 

Hamza 

47.12 

59 65 

12.53 

189,470,920 

2,374,945,941 

Hunza 

52,17 

71.33 

19.16 

133,405,000 

2,651,434,177 

Alliance 

45.31 

65.32 

16.01 

97,070,000 

1,554,156,440 

A] Mciz 

50.21 

65.42 

IS.21 

127,694,500 

1,942,054,308 

A! Arabia 1 

63.00 

El. 09 

10. ID 

37,180,000 

672,878,951 

Total 

16,335,307,745 


Data os collected from the companies os on March 31, 2020. 

Detailed calculations of the cost of production for 2Q19-2020are ot Annexures 1C, 2C, 
3C, 4C, SC and 6C 


68- Similarly, on the basis of information collected from the companies [as audited 
financial statements are not due) the cost of production calculated by the 
companies ranges from approximately Rs. 12 to an astounding Rs, 26. The 
proceeds that accrued to these companies by overstating the cost of production 
over the last three years is aggregated in the table below: 


Table 17; Overstated Cost of Production 



Overstated Cost of Production Rs 4 

Company 

2017-2018 

201^2019 

2019-2020 

TOTAL 

JDW 

8,449,268,680 

6,330,225,536 

7,139,337,927 

21,969,332,143 

Hamza 

3,907,267,063 

2,997,909,775 

2,374,945,941 

9,280,122,785 

Hunza 

2,224,678,612 

1,712,820,301 

2 r 651,434,177 

6,588,933,589 

Alliance 

1,990722,089 

2,280,409,957 

1,554,15 M40 

5,825,288,486 

Al Moiz 

3,872,195,464 

1,904,380,367 

1,942,054,308 

7,718,630,140 

Al Arabia 

481,125,799 

651,252,916 

672,873,951 

1,805,257,665 


20,925,257,713 

15,926,999,951 

16,335,307,745 

53, 187,564,808 


Nate: 


i. Rotes of sale value of Molasses, Bagasse and Mud based on Market Rates and 
PSMA Annual Report 2019; 

ii. Ex-mill prices and Cost of Production based on the information obtained from 
tfre Companies; and 

Hi. Electricity rate Rs. 10.4075 Kwfh based on Upfront Tariff of CCPA, 2013 

69. The above table illustrates the overstating of costs by the companies vis-a-vis 
the Commission's calculations. It can be seen that the difference between the 
two calculations are significant and translate directly into more than Rs.53 
billion in profits for the companies. Since these profits are hidden in the 
overstated costs, they are not reported and remain evaded from the tax 


Page 25 of 253 


















































authorities. An unreported profit of Rs, 53 billion should have generated about 
Rs. 18 billion in corporate taxes. 

Other Major Factors influencing Cost of Production 

Procurement of Sugarcane 

70. The procurement cost of sugarcane as calculated by the Commission 
constitutes, on the average about 90% of the cost of production of sugar. 
Though the sugar mills claim that the increase in support price of sugarcane 
significantly affects the cost of production of sugar, and resultantly the ex-mill 
price of sugar, the reality is much different The Commission has collected 
evidence that farmers were paid lower than support price and illegal deductions 
on the weight of sugarcane procured were made in the previous years, 
especially 2017-2018. Details have been covered under TOR (r). The sugarcane 
is also procured off-the-book and the extra sugarcane is processed into sugar 
that is sold 'off-the-books'. The proceeds of the extra production are also not 
taxed. Nevertheless, the unaccounted-for sugar production, when added to 
the total (reported) production, reduces the per kilogram cost of production. 

Sugar Recovery Ratio 

71. Recovery ratio is the vital factor in calculating the amount of sugar produced 
and the cost at which the sugar is produced. A 1% change in sugar recovery 
ratio translates into 10% change in the amount of sugar produced. The recovery 
ratio is determined through laboratory testing and reported by the sugar mills 
and there is no independent way of ascertaining whether the report is correct 
or not. There are differences in the recovery ratio of the sugar of the same 
region where similar variety of sugarcane is cultivated. During the discussion 
with different sources, it had come to notice that the sugar mills allegedly 
manipulate the recovery ratio and the sugar produced, by showing the reduced 
recovery ratio, and the entire sugar so produced is sold off the book. 


Graph 3; Ex-Milf Price Vs Recovery Ratio 

Ex-Mill Price Vs Recovery Ratio 



14.0 

120 

10,0 

H.O 

6.0 

4.0 
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[ Gross a-mlN Price 


' ' Recovery Ratio 
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72. There is no government mechanism to ascertain the sugar content of sugarcane 
other than a mobile sugar lab in Punjab. The entire system of calculating the 
sugar recover ratio is based on a lab report prepared by the sugar mills 
themselves. Mo verification mechanism exists and therefore there is no way to 
check if the mills are understating the recovery ratio and thus concealing the 
actual production. Since the crushing season had ceased at the time the 
Commission's inspection teams visited the 10 mills (6 companies) it was not 
possible to conduct sugar recovery tests. However, the Commission came 
across evidence from one Mill establishing that the Mill understated and 
manipulated the recovery ratio and hid production as is explained inTOR(s). 

73. There is a need to put in place an independent system of verification of the 
recovery ratio by the Provincial Government through surprise Mobile Lab 
Testing at frequent intervals to eliminate the possibility of under reporting of 
the recovery ratio. 

Understated Production & Sales of Sugar 

74. As discussed above, it is a foregone conclusion that the 'Sales’ figure reported in 
the Profit and Loss Account of the company lacks veracity. The actual 
production figures of the mills are understated. In certain instances, the 
inspection teams of the Commission have unearthed 'off-the-books' 
procurement of sugarcane and off-the-book production and sales of sugar, as 
discussed in TOR(s). This purports that the financial accounts of the companies 
do not portray accurate information. Hence, the analysis of the cost of 
production of sugar by the mills is further compromised due to a lack of 'true 
and fair* information. It would be naive to consider that the overstatement of 
cost and understatement of production is done without collusion of the 
authorities and auditors. The affairs are grossly misrepresented and the mills 
are seldom held accountable for irregularities and manipulation. 

Effects of Sales Tax 

75. The Government's sales tax on sugar is structured in such a manner that it is an 
inducement for the sugar mills to inflate the cost of production which 
consequently affects the ex-mill price. The imposition of 17% sales tax on a 
notional Rs. 60/kg. and higher, regardless of a lower cost of production, is a 
counterproductive measure for controlling the rising price of sugar. 

Constant Ex-Mill Price/Retail Price 

76. The cost of production in the sugar industry should not vary throughout the 
year as production ceases at the end of March of every year. This means that 
the ex-mill price is also already determined by this time since no further 
production costs will be incurred. There may be insignificant incremental costs 
such as carrying and administrative costs but these are too insignificant to cause 
a large change in the per kilogram cost of sugar. However, to the contrary, the 
monthly average ex-mill price of sugar in 201B-19, as reported in Table 3 of the 
PSM A Annual Report, 2019, varies significantly from month to month: 
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Table 18; Constant Ex-Mill Price/Retail Price 

Table-3 Month wise Average Ex-Mill, Wholesale & Rotiiil Price of Sugar Rs. /kg 


Month 

Fv-MHI Pricey \ 

WTiii It % iih- 

Prices 

Ditfc re nee 
Hfv> 

Whole iillu St 
Ex-M ill's 

KtfoiJ 

Prirt 

DEffc ranee 
Li Nv Rulitii 
St 

Whuh a alt 


Punjab 

Sindh 

| ATt nmc \ 



October. 2018 

49 


l 4ii L> 

l 51 41 

2.51 

54.7S 

3.37 

November. 201N 

49.SI 

4Vi5 ] 

| 49.65 

| 51 .36 

1.705 

54. N7 

5,51 

nceemher, 20IN 

51,39 

53,5 

51.44 

52 6 L 

1.165 

55.63 

3,02 

January* 2019 

54 34 

53 

53.67 

| 55, S3 

2.16 

58.47 

1,64 

E^cbruiary. 2019 


55 

54 K1 

55.4^ 

OfflS 

59.13 

3.71 

Mil rufi. 20 E ,; > 

57.12 

57 

57 (Hi 

5K,33 

1,37 

6L.I5 

2,8a 

April ao 1J> 

61M 

62 

61.67 

62.52 

0.K5 

65.63 

3,11 

M uy, 10 E 9 

63.44 

62 

62-72 

fri.fW 

2.16 

67.99 

3.01 

June.2019 

63.96 

65 

63,49 

6ft. 3 

5.42 


1,95 

Juty + 2019 

tii.53 

66 


6ft-11 

1.845 

72.31 

4,27 

Aultu^L, 20JO 

70,53 

69 t 6976 i 

1 70.7ft 

3,015 

75.3S 

4,6 

September. 20 E 9 

69,52 

w 1 oy. as | 

f 70,91 

1.64 

75.02 

■1 12 

[ s d ruuu Iii lju thilni*e J'rum 
Qcl 1 ft to Sep 1 '7 

41.8884 

4| 

IV 4 L .64% fl 

37,93% 





Snurct;. PEJS & Curie Commissioners 


77, The changes in the ex-mill price by approximately Rs. 20 over the course of the 
year are completely unfounded. PSMA claims that this phenomenon is caused 
by "the forces of demand and supply". This argument is not tenable as 

I. The total supply in the country meets the total demand, 

is, The production of sugar is finite and 

iii. The demand for sugar is inelastic (being an essential item) 

The final analysis of the cost of production of sugar: 

78, For every extra rupee of cost overstated, the sugar mills of Pakistan earn 
approximately Rs. 5.2 million x 1000 (total production of 5.2 million tons) 
which equals Rs. 5,2 billion - all at the expense of the consumers. 

These are the windfalls that the sugar mills enjoy before the sugar has even left 
the gates of the factory. 
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Real Hidden Margins of the Mills 

79. The margins and windfalls realized between the rising ex-mill prices and cost of 
production of sugar have also been analyzed by the Commission. The cost of 
production, as calculated by the Commission appears in column labelled 'A' of 
the tables for the last three years in relation to the ex-mili prices, which 
Indicates that the real margins of the sugar mills are much above those claimed: 

JDW SUGAR MILLS LIMITED 


MIT wn 




Cort of 
Production 


' th -ii% £ 

Margin 

Mariin 


Sugar Produced 


Average Ex-Mill 

Rs.-60 

Ba/fciS 

% 

Month / Tear 


w 

Fts/fc* m 

EC] 

(G»B-fl-C) 

|D7A*1W| 

Oct-17 



46,12 

6 W 

AM 

15-43* 

Nov-17 



42.71 

0.-60 

H#7 

2.7BSG 

D«47 

1S0.257.&00 


46.W 

6 ■GO 

4J0 

12-J5W 

tin-19 

? 10,080,000 


40.OB 

6.00 

4.35 

12.37* 

rylh |i 

131 , 392,500 


40.37 

6-60 

1.37 


Mar-18 

205,555,000 

15.14 

46.05 

6.60 

4.91 

15.98*1 

Apr-16 

100,535,750 

4342 

6.60 

6-69 

19j02W 

May-1B 

1,041, am 


40.53 

6.60 

4.85 

13.79* 

JUfl-13 



43.50 

6.60 

6.76 

19.249S 

Jul-IR 



50.02 

6.60 

B.29 

23.53% 

aue-ib 



43.00 

6.60 

AO/ 

20.11* 

Sep-15 



47.61 

6.60 

5.87 

16.72* 


rCfTJU. PRMHKTIPN ]H HGS | 688,710,550 


2D1B-2D19 


Month /Year 

Smar f^nduced 

Cost vT 

Production 

fWXi 

Aimragfl- (ji-JMill 
Rj/Kg <Q| 

Ta* 11* ■ 
Rs. 60 (TY 
2P1S] 1?K ® 
Rs. 60 (0 

Margin 

u/kn 

(D-B-A-rl 

Margin 

% 

[D/AKlM) 

Dct-JSI 


37.01 

47.17 


373 

UUAtt 

MvuwU 


47.J4 

&.&B 

l-H 


DtC-U 

131-535.000 

49JG 

£.60 

S4p4 

15,25% 

Jan-13 

IKCp^Wlfl 

5Z.96 

a. 60 

525 

25 J5% 

ret-l!J 

181*332,500 

As 

£.» 

IftK 

17*7% 

KAtr-19 

1D1.U&SIH 

54 75 

6. SO 

11.14 

30.09% 

Apr-19 


S7J0 

6.W 

14.J3 

».«% 

U*vl4 


56.35 

6.60 

13.24 

35.77% 

liin-li 


65,50 


UJX 

60.20% 

Jilt-19 


19.02 

10.20 

1LN 

sum 

Aualf 


ML *3 

10.20 

21. 21 

S7.TU* 

5ftp-l4 



30.10 


0-0t* 

TQTAL PRQCAJO10N IN EGS 

640,277,000 


2019-2020 


Month / Year 

Sugar Produced 
K& 

Cost of 
Production 
Rs/Kg 
(A| 

Average b-MHI 
Rt/K* |0] 

Tax -17% @ 
fis. M (C| 

Margin 

Rs/Ka 

(D=B-ArC] 

Margin 

% 

Ib/AxlH) 

0CM9 



63,73 

1U-M 

7 93 

17.37% 

Nuv-19 

765,000 


62 &Z 

10.2D 

6.66 

14.60% 

Dee-19 

164,075,000 

45.65 

63.91 

1Q.2D 

8.06 

17.66% 

Ian-20 

167,970,500 

72-50 

U120 

16-65 

3647% 

fefe~2D 

lBO3H r S0O 


76.OS 

10.2b 

20.20 

44.14% 

** MlK-30 

JS^+flW 


76.76 

10.2b 

2091 

46 60% 

TOTAL PRODUCTION IN KGS 

548,21^000 


■ The Margin covers up the Operating and Administrative Expenses 
4J As an March 21 , 1D2D 


80. In 2017-18 the cost of production that the Commission calculated was Rs. 35.14 
and the ex-mill price commanded by the JDW Sugar Mills Limited yielded an 
average margin of 18%. During 2018-19, the year with the most volatility in 
sugar prices, the margins that the company managed to make ranged from 10% 
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to almost 60%. As per the data received up to March 31, 2020 the JDW's 
margin ranges from 17% - 45%. 

HAMZA SUGAR MILLS LIMITED 


2017-2019 


Manth/Year 

Sufiir Produced 

*■ 

Production 

te/K* 

M 

Avif4|b Ex-Mill 
Rs/Kg (R) 

Tax -Hit (ft 

Rs.60 

m 

Margin 

Ri/K< 

(D=a-*-q 

Margin 

% 

(D/ARlDO] 

Oct-17 




6.60 


0.00% 

Nsv-17 




6.60 


0-00% 

Dec-17 

66,593,5cm 


48.00 

6.60 

531 

16,90% 

Jart-|0 

77,056,500 


47.50 

6.60 

5.45 

15.50% 

Feb-LB 

G9,B23,9S0 


4536 

6.60 

335 

10.02% 

NlJrr.10 

£4 P fi74,DQ0 


45.45 

6.60 

3.44 

9.713* 

Apr-IE 

7941^,550 

35..41 

46.50 

6-60 

6.49 

15.33% 

Maf-18 

4,631,350 


47.87 

6 66 

5.86 

16.54% 

Jgn>lB 



51.94 

6.50 

9.93 

23.03% 

jui-ia 



52.00 

6.60 

9.99 

25.20% 

Aug-lft 



51.85 

6.60 

9.84 

27.78% 

Sep-19 



□ 2.00 

6.60 

9.99 

28.20% 

TOTAL PRODUCTION IN KGS 



Z01B-2Q19 


Month / Year 

Suiir (VoducEd 

M 

cprt flf 
Prvdu4len 
fWKi 
(A) 

Avcratt Ejc-MIII 
(Wit* (B) 

R$. SDfTY 
2019} 17% ^ 
As. OQ <£} 

Hirtfn 

IWK* 

|D=b-A-C) 

Margin 

% 

(U/A*iCK>l 

Oet-18 



52.00 

d.50 

8.83 

24.15% 

Ncrv-16 



52 00 

6,60 

8.93 

24.15% 

Ddc-ia 

4^,fi*=5,tsn 


Sl.fiS 

B.fid 

fl.Bl 

2230% 

7VH1V 

B3^75-,35D 

rff-W 

53,49 

e.fbd 

1037 

?R-22% 

Ftb-15 

71,147,650 

3d37 

54.00 

6.60 

10.83 

25.62% 

Mjt49 





11.&2. 

BUSH 




54-va 

6-W 

13J1 

37-11% 

W+v-H 



57,54 

e-wi 

C4.ll 

K31H 

Jwn-19 



58.19 

4 fid 

15.03 


JuMI 



68.00 

10.20 

18.28 

AJJ&K 

Ali^IS 



6T.cn 

10.2D 

M 91 

ojn« 

Lcp 19! 



6T.cn 

10.20 

20.22 

3S 32% 

TOTA1 

. production ir 

4PH35 

231 r 0M. CMU 





2019-2020 


Month / Year 

SuEarProduced 

*g 

Cost of 

Production 

Ri/Ka 

(A) 

AvBraBV 6.-Will 
Rs/K* <B] 

TSl '17% f? 
Rs. 60 (C) 

Margin 

"S/KS 

(D=0-A-C) 

Margin 

% 

{O/AaIOOI 

Oct-19 


47.12 

66,66 

10.20 

9-34 

19.82% 

Nov-13 


85.33 

10.20 

S.01 

17.00% 

0*4-19 

S91Z3»S» 

63-80 

10-20 

6.18 

13.12% 

Jan-10 

66422,400 

70.00 

10.20 

12.68 

26-92% 

6eh-2D 

63485,370 

72.00 

10.20 

14.68 

31.17% 

— M*T-10 

10.647,648 

76-13 

10.20 

18.81 

39.93% 

TOTAL PRODUCTION IN KGS 

189 f 47M1* 


*■ The Msrftin coverv up the Optfitrng ind Administrate Expenses 
“ As an March 21 , 2020 


SI. Hamza Sugar Mills also made substantial gains in 2017-18 posting margins 
between approximately 9%-29%. The maximum margin realized by the mill was 
approximately 55% in 2018-19, The company continues to reap large margins in 
the current year despite a higher cost of production. 
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HUNZA SUGAR MILLS (PRIVATE) LIMITED 


ZD17-ZDlg 


Mnntft / Trar 

IfJiar PrwJucjrf 

Kfc 

Call of 

Praducilon 

(AJ 

4vmft E*-IVIIil 
w^/Ka (*} 

Ton -11H 0 

Rj. GO 

M 

Marlin 

|P=i*G| 

Mar|1n 

76 

Chrt-J,T 


4ZjU 

57,51 

6.50 

*.73 

20.53% 

Nov-17 


5B.2S 

3.SO 

9.17 

21-50% 

Dm-17 

3 3,325, DOG 

59.34 

3.SO 

1D.S* 

25 07% 

Wir 


SS-Sl 

6.30 

lO.fLH 

±6 50*. 

Fab-Ill 

33,340,000 

53.13 

6.SO 

7 1D 

16^72% 

Mar-IH 

3Z,G3O r OO0 

53.97 

3.SO 

7.B9 

IS 5*% 

Aor-lS 

Z. 125,730 

5B.G0 

6.00 

^53 

21-5*% 

MiftS 


5B.35 

3.SO 

9.27 

21.53% 

JlMl-lB 


59.34 

3.60 

10.46 

24 53% 

H.al-T 9 


53.43 

6.GO 

541 

12 

AuB-ift 



3.30 

10.75 

25-51% 

Sep-IB 


59.77 

3.30 

ID.69 

25 17% 

TOTAL PRODUCTION IN KGS 

144.7 a a ,750 


Z01S-Z019 


Mui'lTh / V-rj-JI 

Su^ir Pradund 

kk 

Ghi of 

Production 

<A) 

A±*-MUI 

Ai/Kjt f B] 

Tax p LL% - 
IhrWfTT 
±Ol*J ltT% 

RLE- SO [C| 

Margin 

b/Kv 

[D*B4Q 

Margin 

K 

107 And 00] 

Ort-IB 



55.41 

6.SO 

3.33 

19.73% 

Hdv-UL 



j 9.153 

5.CD 

6.75 

1957% 

Ph-II 

22,565.000 


59.11 

G.GD 

ft oi 

ia-®% 

ian-li 

475flG,CQQ 


S9,fiG 

-3,60 

flLftft 

13.96% 

Fib-19 

35,455,000 


59.92 

5.3D 

3.54 

19.57% 





*.£b 

. Mi r . . 

li.ttK 

Abt-U 



61.40 

3.60 

11.12 

25.45% 

MW 19 



53 ID 

EGO 

17.02 

77 03% 

tun-19 



G5-3I3 

6-60 

14.15 

n 

J.J-1S 



71.44 

MJU 

1IH 

1LMK 

Am-19 



TH74 

10JM 

LB. 06 

40.60% 




72 79 

10=30 

IU1 

40.77% 

TOTAL RhOtlUCTlCwN IN MSS 

123^095,000 


201MDU) 


Mnrth / Year 

Sugar Produced 

«b 

cost or 

Production 

Ri/Kt 

M 

Aver ace Eh-MIII 
fe/Ks (&) 

Tax -17% dp 
ft= 60(CJ 

Margin 

Rf/KS 

[D=B-AC| 

Martin 

94 

(B/AjcIOO) 

Oct-13 



73.16 

10x7.0 

10.7V 

20.6094 

Mciv-13 

60,000 


7Z.53 

10.20 

10.16 

19.47% 

Oft-19 

34,375.000 


69.47 

10.20 

7,10 

13,6194 

Jam-ZO 

Z 7 p K5-D,OOt] 

JiL. l # 

70.64 

10.20 

0J2T 

15.85% 

ftik-ZG 

55.15SJMJQ 


75.50 

10.70 

13.13 

75,17% 

■■ Ms r- ID 

*65,000 


77.00 

10.20 

14.61 

28.04% 

TOTAL PRODUCTION IN K<55 

U8 P 4Q5jOO0 


' The Margin covers up Ihe Opeiatinp and Adminfsirative Expenses 
** Ajc an March 71, 7!>70 


Hunza Sugar Mills, though with a higher cost of production relative to the other 
mills, also enjoyed margins ranging from 13% to 40% over the last three years of 
production. Not being part of a larger group of companies, the margins are 
nevertheless, substantial. 
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ALLIANCE SUGAR MILLS LIMITED 


aoiT-au 


Wwith f TflBf 

Sugar 

Produced «c 

CbHOf 

Production 

Hs/Kj 

m 

Average &s44HI 
RVKl <« 

Tu-llK# 

fis. W 

ICI 

Margin 

Rl/Kg 

Margin 

K 

Oct-17 



57.12 

5.60 

14.65 

40,65% 

NOV-17 



57.05 

0.GD 

14.53 

40.63% 

DM-17 

27,340,000 


57.03 

0.60 

14.55 

40.61.% 

Jin-11 

31 , 400,000 


50.15 

6.60 

13.65 

33.15% 

Feb-18 

ZG.mooa 


57.03 

6.60 

14,55 

40.61% 

M 01-18 

26,455,000 

3517 

57 . 5 a 

6.60 

15.03 

41.32% 

Apr-1B 

4,2G5,DM 


6.60 


0.00% 

MV-J 



43.11 

6.60 

5.34 

13.35% 

Ain-11 



54.22 

6.60 

11.75 

32.77% 

lul-ll 



5E.45 

6.60 

15.39 

44.57% 

AUf-lfl 



5B.Q5 

6.60 

15.56 

43.40% 




5B.L7 

6.60 

15.70 

43.75% 

TOTAL PBDOLICTIOWIN KD5 

U9^W 




Month f T«r 

ijpr 

Prodtmd Kb 

Cm: of 

Prctdirdion 

fti/Kg 

W 

Avrf3|E Ex-MIH 

Mfe IB] 

TufUK' 

Hi. EO JTY 
2019f 17*# 
fe,M 

Mvgln 

Wi| 

Margin 

* 

EP/talQO} 

Del-IB 



50.77 

0.00 

15,40 

44.27% 

Morll 



55J1 

6.60 

15.44 

44,39% 

Dec-13 

33,133,000 


54.54 

6,00 

13,27 

33,15% 

lMf-13 

43,555,000 


55.66 

0.00 

14.29 

41.0B% 

Feb-19 

39,755.000 i 


55-30 

6.00 

14.59 

41.94% 

MW-15 

21,355. BOG 

u w 

55,72 

5.60 

15.55 

44.15% 

Apr-19 


4«.r * 

61.36 

fi.HV 

20,59 

59.20% 

May-19 



51.51 

5.60 

22.24 

63.94% 

Ilhi-13 



Hit 

5.00 

74 » 

66.90% 

JuJ 19 



yo.m 

10.2Q 

152K 

72.05% 

Aiq^lS 



n>j4 

tain 

15J7 

tt-ss* 




74.44 

10.20 

20.47 

■4.73% 

TOTAL PflOPUCnOH IK KCS 

127 r 91flyKHS 


2019-2020 


Mnnlh/Yenr 

Sugar 

Prbduted Kg 

Production 

Rt/Ka 

1*1 

Awraiv Ex-MIK 
HlfKt (H) 

Tax-17% # 

Ri-GOjq 

Margin 

RVKi 

(him) 

Margin 

% 

(D/AalOO) 

Oct-19 



GBJ6 

1D3D 

937 

19.00% 

WtfU-19 



(SM 

10,20 

5.30 

12.77% 

D«c-15 

2S,310,000 

49 31 

60,12 

in 7n 

■.U- 

17.46% 

Jart-2n 

30,116,000 

6931 

ID.2D 

9.90 

13,67% 

refe-zo 

54,060,000 


7lril 

10.20 

tuts 

23-73% 

■■ M^-M 

7,615,000 ; 


7420 

10.20 

14.59 

23.79% 

TOTAL PRODUCTION EM KGS 

97,070,000 


■ The Wnrg'r. covin tip The Operating and Arimi n’.ilrativp E^pensci 
+ + Al-Oft March 21, 2020 


83. The cost of production calculated by the Commission for Alliance Sugar Mills 
Limited revea ls real margins to the extent of 84% (2018-190. The mill being one 
of the larger mills has benefited immensely from the changing ex-mill price over 
the years. 
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AL MOIZ INDUSTRIES LIMITED 


2017401ft 


Month/fear 

Sujar Produced 

He 

Cwttff 

(Vadurtlon 

te/Hr 

W 

; AviragH En-MHI 
! *04 W 

Ta*-Ll% ga rs. 

SO 

<q 

Mere In 
IW*H 
<D=B-A-q 

Margin 

% 

fo/Aximi 

Ctet-17 



5E546 

6.6Q 

14.71 

33 SOS 




53.2E 

tfiO 

9.5D 

25.53% 

D«-17 

37,535,000 


54.3ft 

6.60 

10.62 

26,59% 

lan-lft 

S7.O5S.0CO 


53.21 

6.50 

9.55 

25.73% 

1 

52,033,500 


53;M 

660 

1613 

27.25% 

Mar-12 

55,071,500 

3TJS 

51.55 

6.60 

7.89 

21.25% 

Apr-18 

21.U3.250 

53.21 

6.50 

946 

2545% 

May-lft 

21915 500. Cl D 


53.24 

6H1 

948 

35-52% 

JUh-lE 

7D5145D.DD 


52.55 

6.50 

8.91 

23.07% 

M-li 



52.GB 

660 

0.93 

24.02% 

Am-iE 



5297 

6.60 

9.21 

24.79% 

fell'll 



51,91 

6.60 

9.16 

24.54% 

TOTAL PRODUCTION IN KSft 

huepbo 


2D13-2019 


Month / Vcar 

Sugar Produced 

He 

Codof 

Production 

R4/K6 

<A| 

Auenqe Ex-Mill 
«*/Kg (ft) 

Ta*0 1114-ta. 
60 CTT2D19] 17% 
* *5- 60 (<=> 

Margin 

Rs/Ke 

10=B-A-G> 

Mail In 
% 

[D/AklDOj 

Ort-U 



52-93 

6.60 

2 79 

6.50% 

NffV-10 



51.17 

6U60 

1.58 

3.67* 

Dec-IE 

27,221.50□ 


5147 

6.50 

16S 

4J3BJG 

.lartrifl 

S 9.663,250 


57.25 

6.60 

7.56 

17.33% 

Fib-13 

4&83&750 


56 M 

6,60 

7,27 

16.91% 

M^-19 

tf.ll7.59J 


»-« 

*-» 

W37 

WLi3% 

Apr-13 

3.161.730 

£LH 

IE. BO 

11.65 

17.101 




sua 

* Ml 

12-69 

wot 

J uni-15 

22-173,250 


64.72 

fcjfiti 

1503 

&.KM 

JuhiS 

2*7,060 


66 3fi 

ID.20 

15.17 

HXHX 

AlAE-19 



te-tt 

10.20 

IkOT 

SjBK 

Sep-13 



EB.W 

1BJZD 

2.4.IT 

JtftO% 

TOTAL PRODUCTION IN KGS 

10S-jC5tij500 


2019-2020 


Month / Tear 

Sugar Produced 
Ka 

Production 

Rs/Kg 

(A) 

Avcnie Ek-MIII 

Rs/Kg (B) 

fts. 

eofc} 

Margin 

fe/Kg 

(D=B-A-C) 

Margin 

% 

ID/AJCIM) 

Oct-19 



71.83 

10 20 

11.42 

21.74* 

Ndv-19 



75LM 

10J0 

15.53 

30,9354 

OfrC-19 

24 f m.oco 

51 m 

73,9i 

in jo 

13-51 

27.04* 

Jan-20 

37.M5.500 

TUB 

10.20 

13.64 

tfjj% 


54,970,250 


7139 

10-20 

10.H 

21.87H 

” Mar-ICl 

ID.Ml.750 


SI.46 

10.20 

21.05 

41J3K 

IOTA 

L PRODUCTION IN KGS 

127,694*500 


* The Margin cover* up the Operating and Administrative Expenses 
"Ascm March21,2Q2D 


84. Al-Moii industries, also one of the larger sugar producing companies, 
took advantage of the manipulation of ex-mill prices and passed on the 
higher prices to the consumers similar to other mills, The company has 
benefited by real margins up almost 42%, 


Page 33 of 253 

























































































AL-ARABEA SUGAR MILLS LIMITED 


W17-291S 


Month / KTaar 

fiuiiar FVoduDcd 

k 

Cwtef 

' Production 
fii f** 

Averin £h-Mdl 
toft ff <H} 

Tw-il^gi 

HlU 

W 
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(D- E - A- C] 

Mwbi 

% 

|D/Am]£H| 

□a ] T 






O.Ktt 





S.5Q 


0.00ft 

D4C-1T 



53 55 

6.6Q 

I2 M 

19.64% 

ftfl-li 



SS ?5 

6.6Q 

1DJ-3 

25.51% 

F*Hi 

12/595.KH} 


5S72 

6.60 

1037 

26.05% 

Mar-1 H 

U r 775,MH3 

41.15 

59.40 

6.60 

ins 

as.acy% 

Apr li 

4,52 BjtBO 

59.IS 

6.00 

U 42 

27.y?% 

Moy-IA 



44.00 

6.00 


^.12% 

Jivi-U 



smj 

6.00 

3.11 

22.54% 

Jlrf-IE 



id oft 

«.5C 

1DJS 

34,-JHt 

turn- u 



59 53 


ia.es 

29,26% 

Sop-IS 



5934 

6.ED 

usa 

23L1,5% 

TUTALPROPUCTIM IN t&S 

4C P lfD J , 0DQ 




Month / Year 

Sugar PtoduDcdi 

H 

&Kt<d 

PrCKlUlCthKI 

W 

MllfU/kj- 

W 

raj® L3%- 

As.Mfnf 
2Q19| 17% g 
Kt. w ra 

Mdnjin 

fc/Klt 

l!P-e-IV-C|i 

Mwjlri 

« 

|Q/A>W] 

BH-11 



19.id 

fiJD 

5JM 

id. 61% 

Nnv-14 




6 W 

5 ltf 

15.65* 

□*E-1S 

U, 175,000 


59.97 

6.60 

5.46 

11.40% 

lan-19 

Z? l L25^Q0 


M1L5 

6 6C 

444 

3a.il% 

Fzb U 

W.3T5.DBD 


59 36 

&60 

425 

la.os 

Mcr-lf 



Hi. 01 

» i-. 

1L3P 

24JUM. 

Apr-19 



66.H 

E..«> 

Jl^TP 

7*tS* 

May- IS 



k.h 

i» 

10.77 

2149% 




44.17 

OJA 

itw 

zinn 

jui-iy 



Hll 

WUW 

JD.I3D 

lun 




70 J* 

l&.Jft 

lift 

njw 




71.52 

lOJtl} 

*1.41 

17 2tff* 

TOTAL PAQDUnKWJ W KGS 

54,545 rW 


2Q13-2020 


Month /Year 

Sufiar Produced 

t«tcf 

Prod action 
Fb/Kg 

W 

Averase Ex-Mill 
B*A« IB) 

Tat 17% @ 
R*.60{C] 

Margin 

Mfg 

|0=B-A-Cj 

Mar^n 

% 

<0/AjsJOOJ 

Oet-19 



7U9 

10. ZD 

-1.71 

-Z.71H 

Mov-19 



TQ.6B 

10 20 


-4,QZ% 

0*5-13 

L2 t Z55 # D» 

fla.oo 

70.M 

ltf.20 

-ZJW 

-4.60K 

Jan-20 

9.DB0.M0 

7Q^Z 

ld.70 

■1U 

-J.25* 

Frta-20 

13,650,000 


73.30 

1EL20 

0.30 

S.4SK 

” Mar-713 

2,L95 r QDD 


73,27 

10.20 

0,07 

0,12% 

TOTAL PRODUCTION IN KGS 

37,110,™ 


# The Margin covers up The Of>tratlng arid Administrative Eapenwi 
'■As any arch 21, 2Q%0 


85. Al-Arabia Sugar Mills came into production after 2016 when the 
company was set up. The margins of the company may appear lower 

than the other companies but that is on account of its cost of 
production which remains high owing mainly to heavy depreciation of 
plant and machinery and inefficient production processes. 
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86. it can be seen that at a constant cost of production, the sugar mills have 
whimsically changed the ex-mill prices to increase their margins, in 
certain cases, up to almost 60%, The extraordinary windfalls made by 
all 6 sugar mills were in 2018-19 - the time when some of these mills 
were also exporting. A differential in ex-mill price and the retail price, 
attributed to brokerage and wholesale margins, exasperates matters 
further by pushing up the price for consumers. The brokerage and 
wholesale margins are also open to criticism as the mills are possibly 
colluding to enjoy additional gains. This is a matter that has been 
discussed in detail in the TORs (f) and (g). 

Cost Accounts and Cost Audit 

87. The annual financial statements submitted by companies to the 

Securities and Exchange Commission of Pakistan (SECP) do not report 
the specific costs involved in the production of sugar. Cost accounts and 
cost audit are essential to verify the accuracy of the accounting records 
maintained by a company with regard to the costs of production. Until 
2017, The Sugar Industry (Cost Accounting Records) Order , 2001 issued 
vide S.R.O, 97(1)/20G1 on February 14, 2001 by SECP, required 
companies to maintain cost accounts "...in such a woy as to make It 
possible to calculate from the particulars entered therein, the cost of 
production and cost of sales of white sugar separately, during a financial 
year;(2) Where a company is manufacturing any other product in 

addition to sugar, the particulars relating to the utilization of materials; 
labour and other items of cost in so far as they are applicable to such 
other product, shall not be included in the cost of sugar." 

88. This Order was overridden by the promulgation of the Companies Act, 
2017 (the Act) which requires only an audit of cost accounts if directed 
by the SECP. Section 250 of the Act states: 

Audit of cost accounts. (1) Where any company or class of companies is 
required under first proviso of sub-section (1) of section 220 to include in its 
books of account the particulars referred to therein, the Commission may direct 
that an audit of cost accounts of the company shall be conducted in such 
manner and with such stipulations as may be specified in the order by an auditor 
who is a chartered accountant within the meaning of the Chartered Accountants 
Ordinance, 1961 (X of 1961), or a cost and management accountant within the 
meaning of the Cost and Management Accountants Act, 1966 (XIV of 1966); and 
such auditor shall have the same powers, duties and liabilities as an auditor of a 
company and such other powers, duties and liabilities as may be specified. 

(2) The audit of cost accounts of the company under sub-section (1) shall be 
directed by the Commission subject to the recommendation of the regulatory 
authority supervising the business of relevant sector or any entity of the sector. 

89. The erstwhile Order of SECP concisely prescribed the various line items 
that should be induded/excluded in the cost accounts and was 
indispensable for verifying the accuracy of cost accounting records. The 
decision to dispense with this requirement is not prudent. The leeway 
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given to companies through Section 250 of the Act proves to be more 
detrimental than facilitating. The whimsical pricing of sugar and 
increase in prices, especially in 2018-19, has been a direct consequence 
of the reduced disclosures allowed by the new provision of the Act. 

90. Moreover, sub-clause (2) of Section 250 (cited above) provides that the 
SECP shall invoke the requirement of audit of cost accounts " subject to 
the recommendation of the regulatory authority supervising the 
business of relevant sector or any entity of the sector." It is perplexing 
as to whether there is any regulatory authority overseeing the sugar 
sector other than SECP itself, considering that it was SECP which had 
issued the Order in 2001. 

Findings 

91. The calculation of production cost of sugar is overstated as the reported 
cost includes expenses on activities that have not been incurred on the 
production of sugar and are based on principles contrary to the 
principles of the International Financial Reporting Standards (IFRS). 

92. Major discrepancies in the calculation of production cost results in 
substantial overstatement of costs to the tune of Rs.53.187 billion (only 
for 6 sugar manufacturing companies in sample), thereby, resulting in 
overstatement of margins and eventually the ex-mill prices. 

93. Furthermore, the current practice as adopted by the PSMA in 
calculating the ex-mill price initially loads the 'sales tax' to 'cost of 
production' followed by margins, resulting in allowing excess margins 
(over the sales tax value) embedded in the resultant ex-mill price. 

94. Lower payments to farmers along with deductions on the weight of 
sugar cane results in "off the books" purchase of sugar cane which 
eventually results in "off the books" production and sale. The proceeds 
of the extra production remain un-taxed, as well as, the unaccounted 
for sugar production, alters the production cost. 

95. Deviations in reporting of "recovery ratio" in the same region as well as 
non-existence of an independent way to determine the recovery ratio 
results in prima facie misreporting of the same. This eventually 
corresponds to excess "off the books" sugar production followed by "off 
the books" sugar sale. 

96. The existing sales tax regime on the sugar industry plays a major factor 
in the increase in retail price of sugar as sales tax is imposed on cost of 
production of R$ 60/kg and above. Resultantly the regime is a 
counterproductive measure for controlling the rising price of sugar. 

97. The manipulated cost of production has resulted in calculation of excess 
margins. The calculation of actual cost of production by companies in 
comparison to the ex-mill prices in certain cases has almost clocked the 
margins of up to 60 %, clearly beyond the dedared/admitted margin 
thresholds. 

98. Lastly, the amendment in the corporate laws (Companies Act, 2017) 
again facilitates companies to misreport the cost of production as a 
result of the dispensation of the requirement for the companies on cost 
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accounts and its audit. The change in the law has a detrimental effect 
on the reporting practice on cost of production of sugar presently 
existing in the market questionable on pricing integrity. 

Recommendations 

99. in light of the above observations of the Commission with regard to the 
cost of production of sugar the following recommendations are made: 

a. Adoption of the template at Annexure l for the purpose of calculating 
the cost of production of sugar by the government authorities in future. 

b. Amendment of Section 250 of the Companies Act 2017 for maintaining 
cost accounts by the sugar industry, 

c. Declaration of ex-mill price and retail price after production period ends 
and standardization of brokerage commission and wholesale/retail 
margins to counter fluctuations during the year. 

d. Revision of the sales tax policy of taxing production of sugar @ Rs. 
60/kg. 

e. Sugar recovery ratio should be made the basis of the value of sugarcane 
procured from the growers. Mechanism be devised to accurately 
ascertain sugar recovery ratio through establishment of sugar testing 
labs situated near sugarcane centers which are independent of the labs 
of the sugar mills. 

100. As discussed earlier, that the sugar mills have been charging margins 
after adding the sales tax which resuited in extra charging of Rs. 1.02 
per kg. This is a daylight robbery, from the pockets of the general 
public, to the tune of Rs. 5.2 billion every year. The Government may 
direct the FBft to recover this hefty amount by ascertaining the 
additional profits thus made by each sugar mill in the past. 


Page 37 of 253 


/. Market manipulation/cartelization by sugar mills, if any: 

Market Manipulation 

101. The forensic audit conducted by the teams and the analysis of evidence 
collected Indicated the market manipulation by few large players, Mills 
& brokers, who could influence the market through their larger share 
and stock in the market in order to gain profits which are accrued by 
activities like hoarding, forward selling, speculation, and "Satta" . Some 
of the work of the teams covering this aspect is as follow: 

Market Manipulation through "Satta" 

102. JDW audit team seized the record of Mr. Muhammad Aslam, sugar 
broker, and in his interview, it transpired that the sugar brokers have 
created a chamber called the "Three Star Sugar Traders Group" 
established by Mr. Ashraf Chawla (sugar broker) which is located in 
Kasur. On the basis of forensic analysis of a mobile phone seized from 
another broker Mr. Abad, the Team found out that this activity was 
carried out on a WhatsApp group in which various brokers are 
members. Once the brokers obtained a forward contract and/or 
Delivery Order (DO) from the sugar mill for a particular quantity of 
sugar, the brokers start trading of sugar on the WhatsApp group to 
make profits based on speculations. This is a continuous process and on 
a daily basis sugar bags related to multiple sugar mills are traded while 
the actual sugar is still tying in the mill's warehouse. Therefore, when 
this future trading takes place, an artificial demand is created which 
drives the price of sugar upwards. When another broker purchases on 
the WhatsApp group at a given rate, the next transaction is executed 
when he is offered a price higher than the previous price of sugar 
traded in the group. This cycle goes on and on and price keeps rising 
just because brokers are buying and selling the same stock without 
actual delivery. This is kind of virtual stock exchange of sugar with their 
own arbitrators as well, The brokers simply settle the price differential 
and earn profits without actually taking possession of the sugar. 

103. As per the details unearthed during the inquiry, evidence was collected 
that established that Muhammad Aslam alone earned profits of Rs. 
70,981,176 in January 2020, Rs. 78,253,800 in February 2020 and lost 
Rs. 279,778,600 in March 2020 due to the action by the Government 
against the sugar price hike and the "SATTA" dealers. This loss of Rs. 
279,778,600 is related to future trading of around 11,000 trucks of 
sugar (aggregating to around 2.67 million bags of sugar amounting to 
Rs. 10,242,219,000) pertaining to all units of the JDW Company as well 
as Ittehad Sugar Mills. The brokers thus created artificial demand to 
increase price and all this time, the sugar stocks remained at the sugar 
mill warehouse. 
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104. The Team inquired from the JOW Company management about the 

process of determination of ex-mill sugar prices. The management 

informed that the Company obtains the daily wholesale price from the 
market (brokers) and stated that any hike was the result of market 
forces. As discussed earlier, this hike was artificially created through 
Satto and the Company kept increasing the ex-mill price on a daily basis. 
This again fueled the hawkish sentiment in the market and also the 
illegal Satta market. Side by side the Mill facilitated the brokers by 

providing storage space for hundreds of thousands of bags of sugar 
which were sold but un-lifted, which was corroborated by the brokers 
Rashid, Abad and Khawaja Ahmed in their statements. 

105. A nexus between brokers who used digital platforms far illegal future 

trading of sugar was unearthed. During forensic analysis of different 
digital devices, hundreds of messages relating to rates of future 
trades/" Satta" and buying and selling in this regard. Most of the time 
the period of sale was more than a month in the future as compared to 
the date of the message. Further, various instances which showed the 
collusion between the brokers were identified, a few examples of 
messages of WhatsApp group are presented below: 

i. A broker complaining on January 21, 2020 that Mr. Haji Zameer (broker) 
has single handedly increased the price of sugar by Rs. 150 i.e. Rs. 1.5 
per kg in one day. He further states that let's see how long can Haji 
Zameer hold the sugar as the "satta" may cause trouble in the future if 
the Government found out about it and took some steps in this regard. 

ii. Brokers discussing in WhatsApp groups regarding initiation of action by 
the Government and directing others to stop using the word "SATTA" in 
WhatsApp groups 

iii. On December 29, 2019, Mr. Furqan (broker) providing future rates for 
JDW sugar for March, April, May and June 2020 i.e. up to 6 months 
speculation. 

iv. Mr. Haji Zameer (broker) sharing his written statement to be given to 
the Audit Team with all other brokers beforehand in the WhatsApp 
Group 

v. Brokers discussing in WhatsApp groups regarding initiation of action by 
the Government and directing others to stop using the word "SATTA" in 
WhatsApp groups 

vi. On Feb 20, 2020 Mr. Waqas Ashraf (broker) instructing others to stop 
future trading as it is strictly banned by FIA 

vii. Khawaja fmran (broker) instructing other brokers to mislead inquiry 
commission members by informing that all data is available with the 
sugar mill and brokers do not have any data 
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viii.On January 21, 2020, a broker Mr. Asad Butt stating in a sugar traders' 
group that he has only done "SAHA" for four days and not even one 
truck of "hazfr" (physical) sugar trade. 

106. The statements of various brokers in respect of the modus operandi 
used, as described above, for the price hike and the role of future 
trading/speculation [SATTA) have been recorded. 

Market Manipulation Through Forward Contracts 

107. Forward Contract and "Satta" has been discussed fully in TOR (g). since 
one aspect pf forward contract relates to the market manipulation, 
therefore, a brief account is given here. Another method of market 
manipulation was also discovered by the JDW Team that unearthed a 
nexus between the sugar mills and major sugar brokers who manage a 
system of market manipulation to increase prices of sugar. This 
manipulation is done through forward and future trading of sugar and 
hoarding of the stock at sugar mill's premises. The process of sale of 
sugar is as discussed below: 

Spot Sale ("Hazir" Sale) 

108. In the case of Spot sale, a broker contacts the Company and books an 
order for sugar in terms of number of trucks/bags of sugar at the 
Company’s ex-mitl rate and informs the Company that the respective 
amount for that order has been deposited in the Company's bank 
account The Company then issues a Delivery Order (DO) which is sent 
to a transporter who transports the sugar to the parties, who have 
deposited the amount in Company's bank account. The broker gets a 
commission of Rs. 2.5 per 50 kg bag from the Company at the end of 
the year. 

Forward Sale 

109. Secondly, in case of Forward Sale on token payment, the broker 
contacts the Company and asks for a rate of sugar for a delivery in the 
future. This can range from 15 days to 3 months. Thereafter, the broker 
has to ensure that the token amount of such sale is deposited in the 
Company's account and contract agreement is issued. The rate in case 
of a forward sate is usually higher than the ex-mill rate at the date of 
booking depending on the time between booking and date of forward 
sale. The Team obtained the list of forward contracts of the JDW which 
shows that currently, the Company has made forward contracts for 
around 6,180 MT of sugar i.e.. 123.600 baas (515 trucks) for the period 

March 31, 2020 to June 30. 2020 - The total transactions of one party 
are presented below: 

Table 19 


Contacting Party 

Date of Payment 

QTY of Sugar Sold 
(M. Ton) 

Sales Price of sugar Per Kg 

Hdsh:d Multan 

10-Apr2D 

60 

75. rs 

Rashid Multan 

10-Apr-20 

60 

77.75 

Rashid Multan 

l£-Apr-20 

60 

SO. 00 
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Rashid Multan 

15-Apr-ZD 

60 

78.00 

Rashid Multan 

20-Apr-20 

60 

80,26 

Rashid Multan 

2G-Apr-20 

60 

78-25 

Rashid Multan 

25-Apr-20 

60 

80,50 

Rashid Multan 

25-Apr*20 

60 

78.50 

Rashid Multan 

30-Apr-2Q 

60 

80.75 

Rashid Multan 

30-Apr-2G 

60 

78,75 

Rashid Multan 

5-M ay-20 

60 

81.00 

Rashid Multan 

5-M ay-20 

60 

79.00 

Rashid Multan 

10-M ay-20 

GO 

ei.zs 

Rashid Multan 

10-M ay-20 

60 

79.25 

Rashid Multan 

15-M ay-20 

60 

81.50 

Rashid Multan 

15-M ay-20 

GO 

79,50 

Rashid Multan 

2-Q-M ay-20 

60 

81.75 

Rashid Multan 

ZD-M ay-20 

60 

79.75 

Rashid Multan 

2S-M3Y-20 

60 

82.00 

Rashid Multan 

Z5-M ay-20 

60 

80.00 

Rashid Multan 

30-M ay-20 

60 

80.25 

Rashid Multan 

Bl'May-20 

60 

82.25 

Rashid Multan 

S-Jun-20 

60 

82,50 

Rashid Multan 

lWun-20 

60 

82.75 

Rashid Multan 

15-iun-20 

60 

83.00 

Rashid Multan 

2CHun-20 

60 

83.25 

Rashid Multan 

25-Jun-20 

60 

83.50 

Rashid Multan 

30-Jun-20 

60 

83.75 

Total 

1,680 



Source: Data provided by the JDWSugar Mills 

110. It may be noted from the above schedule that minimum forward 
contract price during the period April 2020 to June 2020 was Rs 77.75 
per kg (April 10, 2020) whereas maximum forward contract price was Rs 
83,75 per kg (June 30, 2020), The difference works out to be Rs 6 per kg 
in a period of 3 months. Hence, forward contracts also contribute to the 
increase in price in markets. Further, forward contracts were priced 
differently for different brokers which may be due to the relationship 
and frequency / quantum of business with the company. Further, 
recording of statement of broker (Rashid Multan} also confirmed that 
brokers enter into forward contract with the mills. These contracts are 
further sold in the market without actual delivery of stock which also 
contribute to the increase in price of sugar. 

111. it is evident from the record of the company and statement of brokers 
that the company offers forward contracts to the brokers the rate of 
which is usually higher than the spot rate and hence it contributes to 
increase in price of sugar. Further, these contracts are further traded 
amongst the brokers without actual delivery of stock which further 
contributes to increase in prices of sugar. 
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Cartelization 

112. The definition of cartelization (prohibited agreements) and parameters 
that make Competition Commission of Pakistan (CCP) construe a 
collective act as cartelization is given as: "Cartelization (prohibited 
agreements) means that no undertaking or association of undertakings 
shall enter into any agreement or, in the case of an association of 
undertakings, shall make a decision in respect of the production, supply, 
distribution, acquisition or control of goods or the provision of services 
which have the object or effect of preventing, restricting, or reducing 
competition within the relevant market." 

113. In Pakistan, six groups control about 51% of the production of sugar as 

shown in Table below. These groups have the capacity to manipulate 
the market by joining hands for cartelization and subsequent 

manipulation. The control of so few, mostly with political background, 
of the sugar industry shows the strong influence they can exercise on 
Policy and Administration. 


Table: 20. Percentage Share of Big Groups in National Production in 2018*19 


5r. 

No, 

Name of Group 

No. of 

Mills 

Production 

(Tons) 

Recovery Ratio 
*age 

%age of Total 

National 

Production 

1 

JDW Group 

6 

1,040,382 

11.15* 

19,97% 

2 

flYK Group 

5 

637,691 

10.67% 

12,24% 

3 

Al-Moiz Group 

5 

354,231 

10.26% 

5.80% 

4 

Tandlianwala Group 

3 

255 H 375 

9,43% 

4.90% 

5 

Omni Group 

10 

86,394 

10.50% 

1.66% 

5 

Sharif Family Mills 

9 

236,717 

9.54% 

4.54% 

7 

AN Other 

51 

2,599,960 

10.39% 

49.90% 


Grand Total 

39 

5,210,750 

10.47% 

100.00% 


Source: PSMA Annual Report 2019 


114. As defined in the Competition Act, 2010, "dominant position" of one 
undertaking or several undertakings in a relevant market shall be 
deemed to exist if such undertaking or undertakings have the ability to 
behave to an appreciable extent independently of competitors, 
customers, consumers and suppliers and the position of an undertaking 
shall be presumed to be dominant if its share of the relevant market 
exceeds forty per cent. With just three groups controlling about 40% of 
sugar production in Pakistan, there is a good chance that they can 
assume the dominant position and behave like a cartel. 

115. In case It is observed that any of the violations of cartelization 

(prohibited agreements), abuse of dominance and deceptive market 

practices is being done by any undertaking, the CCP is empowered to 
initiate suo moto enforcement actions starting with calling of 
preliminary information, then conducting inquiries, entering and 

searching premises, exercising forcible entry, if needed, calling 

witnesses with record and evidences, issuing show cause notices, 
passing interim or/and final orders and imposing penalties, The purpose 
is to ensure to fulfillment of its objective to engender free competition 
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in ail spheres of commercial and economic activities, enhance economic 
efficiency, and to protect consumers from anti-competitive behavior. 

116. As has been observed in case of subsidy on sugar export, the PSMA 
holds negotiations with the Government on the following agenda 
points: 

i. Not starting crushing season unless the Government agrees to their 
demand of export and subsidy, 

ii. Demand of same amount of subsidy for all the sugar mills; 

117. It is pertinent to note that although the cost of production of all sugar 
mills is different, the PSMA calculates and presents a uniform cost of 
production for all the mills. This is despite the fact that the cost of 
production varies from mill to mill. 

118. The concrete evidence of cartelization was collected in the past by The 

Competition Commission of Pakistan which took suo moto cognizance 
in 2009 of the possibility of collusive behavior of sugar mills and 
conducted a search and inspection of the PSMA offices in the country to 
determine violation of the Competition Ordinance, 2007 [the 

Ordinance). The Inquiry Report of the inspection dated October 21, 

2009 concluded that there was “extensive institutionalization of 
collusive behavior In the refined sugar industry...the sugar mills, rather 
than competing in the open market prefer a closed and protected 
market which is managed coilusively and collectively by PSMA. PSMA 
apart from being in breach of its mandate appears to be acting in 

violation of Section 4(1} of the Ordnance by acting as a front runner 

for a cartel in the sugar industry The inspection report was quite 
categorical and put direct blame on the PSMA for manipulation and 
cartelization. Consequently, the CCP initiated legal proceedings against 
the PSMA by issuing a show-cause notice dated October 23, 2009 under 
Section 30 of the Ordinance for collusive behavior and price fixing. 
PSMA and the member sugar mills obtained a restraining order from 
the Sindh High Court which is still pending. No further action has been 
taken by CCP to check the cartelization of this industry since then. 

Findings: 

119. There is ample evidence of market manipulation for profiteering by 
certain sugar mills through forward contracting, non-lifting of sold sugar 
and facilitation to the selected brokers who indulge in "Satta". 

120. Although there are dear indicators that cartelization exists but the main 
regulators i.e. CCP has remained a silent spectator since its report on 
cartelization in 2009. 

121. Forward contracts are used in "Satta" and the detailed findings and 
recommendations are therefore discussed in TOR (g). 
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g. Impact of forward contracts on the prices of the sugar and whether 
any mala fide is involved: 

Forward contract 

122. Forward Contract is the advance sale of sugar by the sugar mills and 
buyers purchase the sugar to be lifted at some point in future. There 
are muftipie reasons for sugar mills for adopting this practice. Forward 
contract fetches business capital for the sugar mills without having to 
deliver sugar immediately. According to the discussion with different 
stakeholders, there are two kinds of forward contracts: 

a. The buyer, who is normally a whole sale dealer, stockists or investor, 
buys the sugar to be lifted at a later time as per agreement. The 
payment is made in advance and normally the rate is set lower as 
compared to the current rate. In this situation the buyer makes profit if 
the sugar price goes up. This kind of forward contract seems justifiable 
as the money is paid in advance for a small discount. The large 
companies normally buy sugar from the mills through forward contract 
and they pay as they lift. 

b. The buyer enters into an agreement, written or verbal, with the sugar 
mill to purchase sugar. The sugar is to be lifted at a later stage of time 
but no payment or only token payment Is made. In this case the rate is 
normally set higher than the current rate. In this situation, again the 
buyer would make profit if the price of the sugar goes up. This kind of 
contract lends itself to the possibility of "Satta" which is explained 
below. 

Satta (imaginary/virtual advance sales) 

123. "Satta" is the speculative sale and has become common practice in 

sugar market throughout Pakistan. No actual investment or sale or 
lifting of sugar is involved in SATTA. It is simply a form of gambling. 

124. Forward contracts and more so SATTA sales affect the market. 

Speculation about the increased or decreased rates of Satta in the 
market affects the price accordingly. The upward speculation results in 
perception of increased demand against the supply which will result in 
price hike. 

125. The commission has collected the evidence of "Satta" as detailed 

below. 

126. During the audit of Hunza Sugar Mills, it has been found that the 

forward contracts and" Satta" lead to illegal gains which are ultimately 
shown as advance from brokers/ dealers. This is an illegal earning and is 
an outcome of malpractices in sugar sale by the sugar mills and its 

ultimate beneficiary is the sugar mill. There are multiple forms of this 
kind of transaction and one such kind is "Biyana" from the dealers. The 
team found evidence that the quantum of advance amount (Biyana) is 
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usually Rs. ZOO per 100 Kg Sag. This is basically the Initial advance paid 
to the mill for forward contract of sale of sugar; mostly from the buyers 
who are involved in "SATTA". if the buyer does not lift the sugar from 
the mill after a certain time period, the said amount "Biyana" is 
forfeited and Is portrayed as "advance from sugar dealers". This 
forfeited amount is converted into "Other income" and recorded in 
their books of accounts. The detail of amount confiscated by the Mills 
and recorded as Other Income is as under: 

127. As shown in the table beiow, such advances appearing in the book of 
accounts of the mill amount Rs. 298 million. 


5r. no. 

Particulars 

As on September 
30, 2019 

1. 

Advance received against forward contracts against sugar 
sales 

149,651,406 

2, 

Advance received against forward contracts against sugar 
sales 

43,065,332 

Sub-total 

197,716,738 

Sr. no. 

Particulars 

A$ on September 

30, 2018 

3 

Advance received against forward contracts against sugar 
sales and forfeited (Balances written back 2011-12) 

100 r 5G4,G63 

Total forfeited Amount on account of forward contracts against sugar 

safes 

298.231,401 


128. Brokers buy sugar from Hunza Sugar Mills on forward contracts and sell 
these in the sugar market to other dealers/brokers. Upon the maturity 
of the forward contract, if the broker is making profit, he takes delivery 
of the sugar. However, in the event of loss, the "Biyana" of the broker 
is forfeited to the sugar mill if he does not lift the sugar, 

129. The evidence collected shows that one such broker Shahzad Faisal 
made forward contract of 6,300 M.T (525 Trucks) for the month of 
March and April 2020. He paid advance amount (Biyana) of Rs. 
11,250,000 for 4300 M.T of sugar to Mill. 


Table: 21 - Detail of "Biyana" payment of Shahzad Faisal to Hunza Sugar Mills 



Amount Hs. 

Amount Paid for March 2020 for Forward Contract {215 Trucks) 

5,460,000 

Amount Paid for April 2020 for Forward Contract (IS5 Trucks) 

5,790,000 


11,250,000 


Source.' Cash book ofShehzad broker 


130. Further, Broker Shahzad Faisal sold 360 trucks of sugar to sugar dealer 
nameiy Sheikh Manzoor Ahmed alias Sh. Heera of Faisalabad against 
advance amount of Rs. 9,840,000/-. The details are given in the below 
mentioned table: 
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Table: 22 - Detail of payment of Shahzad Faisal to Mills 

Heera (Broker) (Forward Contract with Shahzad Faisal) (4320 M.T) 

Truck 

M. Ton 

Rate per 100 Kg 

March Forward Contract 

10 

120 

7800/7600 

100 

1200 

7925/7700 

too 

1200 

7900/7700 

210 

2520 

Total 

April Forward Contract 

100 

1200 

8075/7850 

50 

600 

8225/7925 

iso 

1800 

Total 

360 

4320 

Grand Total 


Source: Record seized from broker Shahiad Faisal 


131. Heera Broker in his statement admitted that the stock of sugar was not 
lifted by him on the maturity of forward contract i.e. 31*03-2020 due to 
decrease in prices of sugar in the market resulting in forfeiture of his 
"Biyana" by the Mill and he suffered a loss of Rs. 9,840,000/- while the 
Mill has illegally earned the said amount. Further, the Mill has total 
forfeited a total amount of Rs. 298,281,401 "Biyana" and shown it as 
"advances from sugar dealers" as of September 30, 2019. 

132. The Audit Team of JDW Sugar Mills found some additional information 
about "SATTA" from interviews as well as forensic analysis of 
mobile/computers of renowned sugar brokers of Punjab, During his 
interview with the Team, broker Mr. Aslam stated that during the 
month of March 2020, he has executed forward trades of around 
11,135 trucks amounting to Rs. 10,242,219,000 with the JDW Company 
and Ittehad Sugar Mills. He further shared data of forward contracts 
which he has in turn made with other brokers of the market for the 
months of March and April for around 4,174 trucks at rates of up to Rs. 
79,50 per Kg, As per Mr. Aslam, the persons with whom he has made 
these forward contracts are either investors themselves or they have 
black money to hide in the form of investment. These brokers then 
trade further with other brokers multiple times and the rate of sugar 
keeps rising as eventually the last person who has the forward contract 
at the time of maturity of the contract has to deposit payment in the 
sugar mill's bank account. The investors meanwhile settle their trades 
on positive/negative margins whatever the case may be as speculation 
business may go either way. This process goes on simultaneously in the 


Page 46 of 253 





















market for multiple mills and is happening on daiiy basis which creates 
perception of higher demand for sugar which in reality is much Jess. 

133. Another such broker is Mr. Abad Ali who purchased 54,000 bags of 
sugar (225 trucks) amounting to Rs. 174,225,000 from JDW during the 
current year. Further, during the years 2018-19 and 2017-18 Mr. Abad 
purchased 451,200 bags of sugar aggregating to Rs. 1,133,625,000 and 
150,034 bags aggregating to Rs. 345,537,600 respectively. Mr. Abad 
further corroborated the Team's earlier finding that his sales are 
recorded by the Company in the following fictitious names; 

Table 23; 


Original Buver 

Do Issued in Name Of 

Dealer 

Abad All 

Mustafa 

Ijaz Traders 


W.Khan 

Waii Khan 


Musa Khan 

Mustafa Traders 


Umer Traders 

Umer Traders 


Murad Khan - Gujranwala 

Musa Bahi-$ibbi 


134. Mr. Abad also shared that the Company itself also engages in forward 
contracts. The rate is higher by Rs. 50 per 100 kg bag for 15 days 
contract whereas it is higher by Rs. 100 per 100 kg bag for 30 days. Mr. 
Abad further stated that when investors invest in forward contracts, 
speculation starts while the stock remains lying at the mill's warehouse. 
However, he stated that this business is carried out mostly orally and no 
documentation is maintained. 

135. Another such broker is Mr. Malik Majid who is working as a sugar 
broker for the last 25 years. According to Mr. Majid, the sugar mill 
conducts sale transaction mainly in four different ways: 

i. Genuine Buyer places demand with the broker who then informs the 
buyer about the bank account details of the mill. Once the buyer has 
deposited the amount, he shares the details with the broker on SMS or 
WhatsApp message and the broker confirms the same from the mill. After 
confirmation, a DO is issued to the buyer if he requires immediate 
delivery. 

if. In case the buyer requires a delayed delivery, the DO is dispatched to the 
mill's goods transport agent. According to Mr. Majid, some sugar mills like 
Hamza, Shahtaj and Shakarganj Sugar Mills insist that the buyer lift the 
sugar within 15-20 days however others do not emphasize on lifting. He 
was of the view that this un-lifted sugar is one of the major reasons for 
the sugar "SATTA". Further, according to Mr. Majid, the mill also benefits 
from this arrangement as the sugar is usually pledged with the bank and 
as long as the sugar is not lifted the pledge is not released, therefore, the 
mill utilizes the sale proceeds of such sold but un-lifted sugar for its 
working capita! requirement. However, Mr. Majid stated that this 
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arrangement causes loss to the public as apparently sugar has been sold 
but once it does not reach the market, an artificial shortage js apparent 
and the mill owners and brokers earn profits by increasing the sugar price, 
iii. He also shared that the mill also executes forward contracts on the basis 
of token money "BIYANA" wherein the mill takes deposit of Rs. 2 to R$. 3 
per Kg for forward contracts of one to three months. This means that for 
100 kg sugar bag, the mill sets the rate at Rs. 100 to Rs, 125 per 100 kg bag 
per month higher than the market rate However, in the current season, 
mills fixed the rates up to Rs. 150 to Rs. 200 per 100 kg bag per month 
higher than the market rate. He reiterated that the sugar remains in the 
mill's godowns all the time. 

136. The trend line of monthly ex-mill prices, given below, also corroborates 
the fact that these forward contracts enabled the increase in ex-mill 
rates by Rs. 5.3 per kg for June 2020 as compared to Ma rch 2020. 


Monthly Avg. Ex-Mill Price 



. i I*. i i i i i i 


OCT-ltf NOV-1 9 DEC-1? 1AN-Z0 FEB-20 MAR-20 APR-20 MAY-20 JUN-20 


137. The above graph of ex-mill prices dearly shows a rising trend over the 
period where the monthly average ex-mill prices surged by Rs. 20.B per 
kg or 33,3% from November 2019 to June 30, 2020, whereas, the 
average ex-mill rates surged by 23% in January 2020 from Nov 2019, in 
a span of just 2 months. Furthermore, as per the sales data provided by 
JDW Sugar Mill for the period from Oct 2019 to March 2020, the 
minimum ex-mill price was Rs. 60.75 on November 30, 2019 (sale to 
Haji Zameer, DO 77) while maximum price was Rs. 83,75 on January 31, 
2020 (sale to Mr. Rashid, DO 445), reflecting a gap of Rs. 23 per kg or 
40% increase in ex-mill price, in a span of just 2 months. This 
exceptional rise In ex-mill prices cannot be considered justified even 
after taking into consideration the higher price of sugarcane this year. 

Findings: 

138, Apart from genuine sale to registered corporate users, sugar brokers 
are abusing forward contracts to cover the speculative "Satta" sales. 
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The sugar mills are not only facilitating such speculative sales by 
providing storage spaces for longer durations and increasing ex-mill 
prices without any justifications but they are also major beneficiaries of 
"Satta" through advance payments, forfeiture of advances against such 
forward contracts in cases of non-lifting and through artificially 
increased sugar prices, 

139. Many of the brokers have been found involved in "Satta'' and operate 
the business and the "Satta" from the same office. The use WhatsApp 
has facilitated this activity and no restriction of space and time is 
applicable. Even they have their arbitrators as well who settle the 
disputes that arise. 

140. There is no specific taw prohibiting the speculative business of "Satta" 

on sugar and other commodities. The online gambling activity whether 
on a gambling site or done through any social media, like WhatsApp 
groups, is not covered under the Prevention of Electronic Crime Act 

2016. Therefore, the law enforcement agencies can only apply 
Prevention of Gambling Act, 1977 which does not in any way provide 
for stringent punishment commensurate with the gravity of the offence. 
To deter the players involved in "Satta" on sugar and other 
commodities, the governments have therefore resorted to application 
Maintenance of Public Ordinance, 1960. 

Recommendation: 

141. The Commission recommends to formulate a legal framework for 

regulating and monitoring the activity and transactions of forward 
contracts in sale of sugar to ensure that it is not abused and is properly 
documented and executed. 

142. The Government should consider bringing in new legislation specifically 

dealing with the form of gambling, whether physical or online, for 
"Satta" on sugar and other commodities. 

143. Till the time new legislation is brough, the Provincial Government 

should take strict action according to the existing laws to control 
“Satta". The Information about the place and persons involved in this 
speculation business is available with the Special Branch and 
Intelligence Agencies. 
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h. Whether margins between Ex-Mill and Retail prices increased , 
compared to the previous years, or otherwise. If yes, reasons thereof and 
potential beneficiaries: 

144. The details of ex-mill and retail prices were obtained from the Provincial 
Governments and the Pakistan Bureau of Statistics. The data was then 
averaged out over the year and period under consideration 



Graph: 10. Monthly Price Of Sugar Per Kg Retail & Ex-Mill: National 

Average 


I Retdtl Price of Sugar per Kg 


d> f <f f v 

'Ex-Mill Price of sugar per Kg 


Source: Data provided by PBS and Provincial Governments Punjab & KP 

145. As can be seen there is a difference of about Rs. 5-7 per kg between the 
ex-mill price and the retail price. The margin is at the lower side, at 
about Rs. 5 per kg, for the current year. The bulk of the margin, 
however, goes to retailer who has to bear the cost of packing and loss 
during the sale. 

146. The actual profits are made in the process of speculation by dealers and 
brokers by raising the retail price of sugar. The mill subsequently 
increases its ex-mill price according to market and gap between the ex- 
mill and retail price remains in traditional range of Rs. 5-7. 

Finding: 

147. The difference is of about Rs. 5-7 per kg between the ex-mill price and 
the retail price. 
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/. Impact of Tax increase on sugar prices at Ex-Mill/Retail ievei: 

148. GST in the financial year 2018-2019 was 8% for the registered and 11% 
for the non-registered persons on sale of sugar from the sugar mills. But 
since majority of the buyers were non-registered so the GST was 
charged at 11% in majority of the cases. In the current financial year 
2019-2020 the Government has increased the GST to 17% across the 
board. The same increase is transferred to the consumers ultimately as 
it is included in the ex-mill price calculations of P5MA. 

149. Furthermore, the FBR has notified the minimum ex-mill price of sugar at 
Rs. 60 per Kg. for calculating sales tax irrespective of the fact that it may 
be lower or higher. Hence the GST on sugar was Rs. 10.20 per Kg at the 
rate of Rs. 60 per kg ex-mill price. However, after the ex-mill price 
increased above the Rs.60 benchmark of FBR after June 2019, the sugar 
mills continue to pay sales tax at Rs.10.20 per kg (i.e, considering ex-mill 
price of Rs.60). Hence, substantial amount of Sales Tax was being 
evaded by the sugar mills, 

150. When the GST rate was 11%, the tax impact at the ex-mill price of Rs. 60 
per kg was Rs. 6,6 per kg. The change in Finance Act 2019 increased the 
rate of GST to 17% across the board. The total impact, thus increased to 
Rs. 10.2 per kg. 

151. The prices of sugar had started to increase from December 2018, The 
retail price of sugar in December 2018 was Rs. 55.99 per kg and started 
to increase with every passing month and reached to Rs. 71.44 per kg in 
June 2019. it is pertinent to mention here that there was no increase of 
GST at that time. As can be seen the real increase in the retail price 
happened between December 2018 to June 2019 when it went up by 
about Rs. 16 per kg. Similarly, the major increase in ex-mill price 
occurred between December 2018 to June 2019 when it increased by 
almost Rs. 12 per kg which is from Rs. 51.64 to Rs. 63.59 per kg. This 
period saw no increase in sales or other taxes and the price of 
sugarcane, the major input, was also stable. The increase in retail price 
between July 2019 to January 2020 is from Rs, 71 per kg to Rs. 74.64 per 
kg. The data, therefore, does not show any major effect of GST on retail 
price. 


Table: 24. Comparison of Ex-Mi II & Retail Prices of Sugar 2019 


Sr. No 

Months 

Ex-Mill Price PKR 

Retail Price PKR 

Difference 

1 

Nov-18 

50.05 

55.47 

5,42 

2 

Dec-IB 

51.64 

55.99 

4.35 

3 

Jan-19 

54.30 

59 30 

5 

4 

Feb-19 

54.73 

59.37 

4.64 

5 

Mar-19 

57.46 

61.15 

3.69 

6 

Apr-19 

60.49 

65.03 

4.54 

7 

May-19 

62.48 

67.31 

4.83 

8 

Jun-19 

63,59 

71-44 

786 

9 

Jlil-19 

65.73 

71.93 

6.2 
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10 

Aug-19 

68.62 

75.14 

6.52 

11 

Sep* 19 

68.56 

75.39 

6.83 

12 

0ct-19 

68.30 

74.46 

6.16 

13 

NOV-19 

67.42 

73.26 

5.84 

14 

Dec-19 

67.48 

71.71 

4.23 

15 

Jan-20 

69.14 

74.64 

5,5 

16 

Feb-20 

71.56 

79.86 

8.3 


Source: Data Provided by Pakistan Bureau of Statistics and Provincial Governments 
(Incomplete Data was provided by Sindh Government) 


Finding: 

152. The increase in tax impact is Rs. 3.6 per kg due to the increase in rate of 
GST to 17%, after 1 st July 2019. 

153. The real increase in the retail price occurred between December 2018 
to June 2019 when it went up by about Rs. 16 per kg. Similarly, the 
major increase in ex-mil! price occurred between December 2018 to 
June 2019 when it increased by almost Rs, 12 per kg which is from Rs. 
51.64 to Rs. 63.59 per kg. This period saw no increase in sales or other 
taxes and the price of sugarcane, the major input, was also stable. The 
increase in retail price between July 2019 to January 2020 is from Rs. 71 
per kg to Rs. 74.64 per kg. the data, therefore, does not show any major 
effect of GST on retail price. 

Recommendation: 

154. Matter needs to be referred to FBR with the instructions to recover the 
sales tax evaded by the sugar mills during last one year on additional 
amount of ex-mill price exceeding FBR threshold of Rs.60 per kg. 

155. Further, FBR should take steps to immediately start collecting sales tax 
on actual prevailing ex-mill rates instead of benchmark rates of Rs. 60 
per kg. 
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j. Hoarding at whole sale / Retail level and within sugar mills vis-a-vis 
stocks of last year: 

156. Normally, the sugar is purchased by the whole sale dealers, through the 
Mill agent/brokers- Other industrial buyers mostly buy directly from the 
mills. The sold sugar mostly remains stocked within the sugar mills and 
is lifted as per the requirement of the buyer. The sugar is also stocked in 
other godowns by the brokers/stockists in some of the cases. 

157. Stocking of sugar in both the above-mentioned cases, is not being 

monitored despite the law, in Punjab and Sindh, which requires the 
registrations of godowns for essential items. The provincial 
governments seemed to be unaware of the provisions of these 
legislations with the result that no record of stockists of essential 
commodities like sugar was available with the governments when the 
matter was raised by the Sugar and Wheat Inquiry Committees 2020. 

Since then the Government of Punjab has taken the initiative of 
mapping and registration of all the godowns of essential items and 
started application of this law in a phased manner. 

158. The Commission believes that the warehouses of the mills should also 

be brought under the purview of this law, This is essential not only for 
ascertaining the real stocks available in the country but also for 
determining whether the strategic reserves actually are available. The 
current total reliance on PSMA for assessment of the stock position in 
the country is neither prudent nor advisable as the Commission has 

found that in certain cases even the stocks pledged with the banks, 
which is overseen by the Muqaddams, have been found to be short. The 
absence of accurately verifiable data about the stock position leads 

room for the manipulation of sugar prices in the local market. Needless 
to say, that the unreliability of data about the real stocks position leads 
to erroneous decision-making about subsidy and export etc. 

159. The audit teams have worked on the stocks and sales analysis which 

shows how the sugar mills are involved in keeping the sold stocks 

hoarded in their godowns for unusually long period of time, 

160. As an example, sale and lifting patterns of . W Company are shown in 
the table below. The brokers, or the investors through the brokers, buy 
sugar from the sugar mills around the crushing season when the prices 
are usually low. Instead of supplying the sugar in the market at the 
prevalent rate, the sugar is stored in the warehouse; thus, creating 
shortage of supply and is finally lifted when undue and abnormal profits 
can be made, This phenomenon coupled with "Satta", as has already 
been explained in the TOR (g), leads to profiteering by the 
investors/brokers in connivance with the mills at the expense of general 
public. The table below shows the time lag in sale contract and actual 
lifting for delivery in the market. 
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TabEe 25 

Year 

Name of Broker 

D.a 

No. 

Sugar 

Sold 

(Bags) 

Forward 

Contract 

Date 

Lifting 

Completion 

Data 

Time Lag in 
Contract and 
lifting of Sugar 
Bags {Days) 

2017-18 

Mushtaq Paracha 

IS 

12,000 

l-Dee-17 

25-Sep-lB 

293 

2017-18 

Mushtaq Paracha 

18 

7,200 

1-Dec-17 

19-5ep-lS 

292 

2017-IS 

Mushtaq Paracha 

72 

12,000 

23-Dec-17 

30-Sep-18 

231 

2017-IS 

Mushtaq Paracha 

24 

1,200 

1-Dec 17 

4-Sep-lS 

277 

2017-18 

Mushtaq Paracha 

82 

12,000 

30-Dec-17 

30-Sep-18 

274 

2017-18 

Mi-an M. Anwar 

Kbursheed 

231 

12,000 

ll-Nov-17 

2-Aug-lB 

264 

2017-18 

Mushtaq Paracha 

85 

4,800 

17-Jan-1B 

18-Sep-18 

244 

2017-18 

Mushtaq Paracha 

174 

6,000 

3-Feb-18 

30-Sep-lfi 

239 

2017-18 

Mian ML Anwar 

Khursheed 

230 

12,000 

ll-Nov-17 

6-JuH18 

237 

2017-18 

Mian M. Anwar 

Khursheed 

291 

6,000 

l-Dee-17 

21-Jul-lE 

232 

2017-1S 

Mushtaq Paracha 

97 

10,800 

2G-Jan-18 

18-Aug-lS 

210 I 

2017-18 

Haji Zameer 

107 

21,600 

29-Jan-18 

27-Aug-18 

210 

2017-18 

Mian M. Anwar 

Khursheed 

229 

12,000 

ll-Nov-17 

29-May-18 

199 

2017-18 

Mushtaq Paracha 

91 

6,000 

20-Jan-ie 

28-JuM8 

189 

2017-13 

Mushtaq Paracha 

329 

6,000 

9-Apr-lS 

2G-Sep-18 

170 

2017-15 

Mushtaq Paracha 

324 

6,000 

9-Apr-lS 

24-Sep-18 

168 j 

2017-18 

Mushtaq Paracha 

96 

1,200 

20-ian-lS 

5’Jul-18 

166 

2017-18 

Mushtaq Paracha 

SO 

19,200 

6-Dec-17 

10-May-IS 

155 

2017-18 

Kh. Imran 

359 

6,000 

lO-Apr-18 

12-Sep-18 

155 

2017-18 

Haji Zameer 

63 

24,000 

9-Dec-17 

12-Mav-l S 

154 

2017-18 

Haji Zameer 

280 

12,000 

6-Apr-18 

6-Sep-iS 

153 

2017-1S 

Mushtaq Paracha 

59 

12,000 

G-Dec-17 

5-M ay-18 

150 

2017-18 

Mushtaq Paracha 

391 

12,000 

7-M ay-18 

30-Sep-ia 

146 

2017-18 

Kh. Imran 

64 

24,000 

9-Dec-17 

3-May-18 

145 

2017-18 

Mian M, Anwar 

Khursheed 

228 

12,000 

26-Nov-17 

20-Apr-18 

145 

2017-18 

Haji Zameer 

371 

12,000 

10-Apr-1E 

30- Aug-18 

142 

20I7-1S 

Kh. Imran 

55 

24,000 

G-Dec-17 

13-Apr-18 

128 

2018-10 

Haji Zameer 

519 

6,000 

G-Mar-19 

16-5ep-19 

194 

2018-10 

Haji Zameer 

560 

6,000 

26-Mar-19 

28-5ep-19 

136 

2018-19 

Haji Zameer 

443 

12,000 

4-Mar-19 

3-Sep-19 

183 

2018-19 

Kh. Imran 

687 

6,000 

3-Apr-19 

28-5ep-l9 

178 

201S-19 

Haji Zameer 

99 

6,000 

23-Nov-lS 

17-May-19 

175 
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2018-19 

Kh. Imran 

686 

6,000 

3-Apr-19 

25-5ep-19 

175 

2018-19 

Kh. Imran 

60S 

6 r 000 

3-Apr-is 

25-5ep-19 

175 

2010-19 

Kh. Imran 

131 

6,000 

25-Dec-IS 

17-Jun-19 

174 

2018-19 

Haji Zameer 

559 

6,000 

26-Mar-19 

14-Sep-19 

172 

2018-19 

Kh. Imran 

685 

6,000 

3-Apr-19 

21-Sep-19 

171 

2018-19 

Haji Zameer 

522 

6,000 

6-Mar-19 

23-Aug 19 

170 

2018-19 

HajE Zameer 

558 

6,000 

26-Mar-19 

12-Sep-lS 

170 

2018-19 

Mushtaq Paraeha 

642 

6,000 

2-Apr-19 

14-Sep-19 

165 

2018-19 

Res hid 

720 

3,600 

18-Apr-19 

30-Sep-19 

165 

2018-19 

Mushtaq Paraeha 

329 

6,000 

19-Feb-19 

2-Aug-19 

164 

2018-19 

Kh. Imran 

684 

6,000 

3-Apr-19 

13-SEP-19 

163 

2010-19 

Haji Zameer 

5S7 

6,000 

26-Mar-19 

2-5ep-19 

160 

2018-19 

Haji Zameer 

521 

6,000 

6-Mar-19 

8-Aug-19 

155 

2010-19 

Rashid 

719 

3,600 

lS-Apr-19 

20-Sep-19 

155 

2018-19 

Haji Zameer 

520 

6,000 

6-Mar-19 

7-Aug-19 

154 

2018-19 

Haji Zameer 

555 

6,000 

26-Mar-19 

23-Aug-19 

150 

2018-19 

Mushtaq Paraeha 

193 

6,000 

26-Jan-19 

2l-iun-l9 

146 

2018-19 

Rashid 

718 

3,600 

18-Apr-19 

ll-5ep-19 

146 

2018-19 

Haji ZameEr 

518 

6,000 

6-Mar-19 

27-Juf-19 

143 

2018-19 

Kh. Imran 

267 

6,000 

6-Feb-19 

29-Jun-19 

143 

2018-19 

Mushtaq Paraeha 

643 

6,000 

2-Apr-19 

22-Aug-19 

142 

2018-19 

Rashid 

717 

3,600 

18-Apr-19 

7-5ep-19 

142 

2018 19 

Mushtaq Paraeha 

727 

2,400 

27-Apr-19 

15-Sep 19 

141 

2018-19 

Haji Zameer 

508 

6,000 

6-Mar-19 

23-Jul-lS 

139 

2018-19 

Kh. Imran 

292 

6,000 

6-Feh-19 

24-Jun-19 

138 

2018-19 

Haji Zameer 

517 

6,000 

6-Mar-19 

2l-JuH9 

137 

2018-19 

Kh. Imran 

297 

12,000 

6-Feb-19 

22-JU(1rl9 

136 

2013-19 

Kh. Imran 

683 

6,000 

3-Apr-l9 

16-Aug-19 

135 

2018-19 

Rashid 

24 

6,000 

17-Oct-lS 

26Feb-19 

132 

2018-19 

Rashid 

249 

12,000 

6-Feb-19 

17-Jun-l9 

131 

2018-19 

Haji Zameer 

334 

12,000 

19-Feb-19 

29-Jun-19 

130 

2018-19 

Haji Zameer 

514 

6,000 

6-Mar-19 

lZ-Jul-19 

128 

2018-19 

Haji Zameer 

516 

6,000 

6-Mar-19 

12-Ju 1-19 

120 

2018-19 

Haji Zameer 

344 

24,000 

19-Feb-19 

26-Jun-19 

127 

2018-19 

Kh. Imran 

682 

6,000 

3-Apr-l9 

8-Aug-19 

127 

2018-19 

Mushtaq Paraeha 

641 

6,000 

2-Apr-19 

6-Aug-19 

126 

2018-19 

Rashid 

582 

6,000 

27-IVlar-19 

29-Jul-19 

124 | 

2018-19 

Mushtaq Paraeha 

60 

6,000 

ll-Nov-10 

14-Mar-19 

123 ! 

2013-19 

Mushtaq Paraeha 

71 

3,600 

X4-Nau-18 

16-Mar-19 

122 


161. The JDW Company management responded as follows: "we would 
highlight correction in terminology vii sales transactions with brokers, 
in that only lifted stocks are "sold stocks" - stocks for which payment 
has been received rn advance from brokers and which may have been 
earmarked/identified internally only for sake of fiscal prudence 
(colloquially the un-lifted stocks), as per legal and accounting 
requirements continue to remain stocks of company until lifted". This 


Page 55 of 253 




































































explanation provided by the Company is not tenable as per accounting 
principles and tax laws. 

162. Another instance of hoarding was detected in the analysis of the sugar 
stock data pertaining to Hunza Sugar Miils for the period from October 
2017 to March 2020. It was observed that Unit - i of the mills was 
mostly dealing In local market sales and Unit - II only sold 9.62% of 
available stock In 07-months period between May 2018 and November 
2018, despite sufficient inventory being available in the godowns of 
Mills, The mill then exported 74% of its production in 2019, thus, saving 
on the sales tax, getting subsidy and also contributing to the perception 
of low stocks in the country leading to rise in price of sugar in the local 
market. 

Findings: 

163. There is sufficient evidence of hoarding of sugar at the level of sugar 
milts in connivance with brokers/investors. 

164. The sugar mills facilitate keeping the sold stocks hoarded In their 
godowns which leads to undue profiteering. 

165. Despite the availability of relevant laws (Registration of Godowns Acts 
in Punjab and Sindh), no data of stocking of the sugar, by the stockists 
or the sugar mills, is being maintained by the Provinces. 

166. The current total reliance on PSMA for assessment of the stock position 
in the country Is neither prudent nor advisable. 

167. There is no mechanism to ascertain the real stocks or the strategic 
reserves available in the country. The unreliability of data about the real 
stocks position may lead to erroneous decision-making about subsidy 
and export etc. 

Recommendations: 

168. The warehouses of the mills should be brought under the purview of 
Registration of Godowns Act and strict implementation by the 
Provincial Governments to ensure that no hoarding is possible- 

169. There is no authority to monitor the Forward Contracts, which are also being 
used for hoarding and "Satta". The Provincial governments should make it 
mandatory for the mills to provide the forward contract reports on a daily basis, 
specifying the quantity of sugar, its booking price and maximum lifting time. The 
Provincial Governments need to strengthen their inspection regime which 
should also include verifying that no sugar remains un-lifted after the expiry of 
the forward contract. 
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k. Was the export of sugar justified? Any subsidy given on export and its 
impact, with potential beneficiaries: 

170. Pakistan has been exporting sugar since last many years. From 2014- 
2015 to to-date, Pakistan has exported more than 4.0 Million Metric 
Tons of sugar and paid more than Rs. 29 billion to the sugar mills in 
terms of sugar export subsidy. Exporting sugar with subsidy means that 
we are exporting on the international rates which are lower than the 
cost of production claimed by sugar mills and the differential cost is 
being paid from the tax payers' hard-earned money. The Commission 
analyzed the sugar exports from 2014-2015 to to-date and each sugar 
export scheme, with or without subsidy, during this period has been 
examined in detail. 

Sugar Export Subsidy Scheme 2014-15 [Scheme of 2015 without Subsidy): 

171. A meeting of the inter-ministerial committee was held in Ministry of 
Commerce on 06-11-2014, with Secretary of Commerce in chair, to 
deliberate the export of sugar as per the demands of P5MA. PSMA 
undertook to start the crushing season for the next year provided that 
the Government of Pakistan agrees to: 

i. Imposition of 25% import duty on import of sugar 

ii. Permission to export 0.5 MMT of sugar 

iii. Revival of SRO 77(f}/2013 be extended export by land route in dollar 
terms to Afghanistan and beyond to provide subsidy on export of sugar. 

172. On 07-11-2014, Ministry of Commerce forwarded the same proposals to 
the ECC, although the Revenue Division opposed the revival of the SRO 
77 of 2013. The ECC in its meeting held on 12-11-2014 decided to: 

i. Allow sugar export of 0.5 MMT 

ii. Imposition of 20% regulatory duty on import of suga r th rough the SRO 

iii. Allowed export of sugar to Afghanistan and beyond via the SRO 77 of 
2013 

Sugar Export Subsidy Scheme 2014-15 (Scheme of 2015 with Subsidy): 

173. Another meeting of the same Inter-Ministerial Committee, with 
Secretary of Commerce Mr. Shahzad Arbab in chair, was held with 
PSMA on 22-12-2014. After discussion with the PSMA, the Committee 
recommended: 

i. Cluota for the sugar export may be increased from 0.5 to 0.65 MMT 

ii. Regulatory duty to be imposed on the import of sugar 

iii. Minimum price for export to Afghanistan may be fixed at US$ 450 per 

MT 

iv. Inland freight subsidy of Rs. 2 per kg may be allowed. This will cost Rs. 
1.3 billion,. 

v. Cash subsidy on sugar export of Rs, 8 per kg may be allowed. This will 
cost Rs. 5.2 billion. 
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vi. The total cost of subsidy will be Rs. 6.5 billion which shall be shared 
equally by the Federal Government and the respective Provincial 
Government. 

174. On 23-12-2014, Secretary of Commerce forwarded the same proposals 
to the ECC. On 24-12-2014 the ECC agreed with the summary and 
approved the proposal. 

Observations: 

175. PSMA demanded from the Government, right before the start of the 
crushing season, to allow export as they have to pay to the farmers 
otherwise, they will not be able to start the crushing season. As has 
been observed in the analysis of the next subsidy schemes, this is the 
pattern adopted by the PSMA at the start of every crushing season. 
They claim to have excess sugar which is more than the domestic 
requirement and that they can only pay the dues of the farmers and 
procure the sugarcane if export is allowed. Non-starting of crushing 
season on time, puts the Government under immense pressure from 
the farmers, in this scheme, the Government allowed the export 
without the subsidy but later changed the decision after about a month 
and allowed payment of subsidy of Rs. 6.5 biliion with enhanced quota. 

176. On 12th November 2014, the export of sugar was allowed without any 

subsidy and on 24th December 2014, the same stock of sugar was 
allowed a subsidy of Rs. 6.5 billion. This export subsidy was allowed for 
the export on the rate calculated based upon the cost of production 

provided by PSMA and no independent calculations were made. The 

second summary and approval from the ECC was completed within 
three days and all the demands of the PSMA were approved. During this 
short period, from 12th November 2014 to 24th December 2014, there 
was no major change In the stock of sugar, cost of production of sugar 
or international price of sugar but still the decision to provide subsidy of 
Rs, 6,5 billion was made in the favor of PSMA and as a result, 0.542 
MMT of sugar was exported. Two reasons were cited, in the summary, 
for allowing the export subsidy; low international price of sugar, at the 
time, at US$ 380 per MT and higher cost of production. 

177. At that time, the concept of sliding scale was not in vogue and 

therefore, subsidy was not granted on sliding scale. Subsidy was 
granted at a flat rate of US $ 396 per MT in December 2014. 

Incidentally, the average unit export price of Pakistan's sugar export 
from January 2015 to July 2015 was US $ 444 per MT. 

178. It is also worth mentioning that during the period of export from 
December 2014 and onwards the price of sugar increased in domestic 
market for local consumption. As per the data compiled by the Pakistan 
Bureau of Statistics, the price of sugar in December 2014 was Rs. 54.12 
per kg whereas in October 2015 the average price increased to Rs. 
61.55 per kg; showing an increase of 13.7%. 
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Sugar Export Subsidy Scheme 2015-16 (Scheme of 2016): 

179. On 20th November 2015, PSMA met the Prime Minister and made a 
representation highlighting the problems being faced by the sugar mills 
and the sugarcane growers in the country. On 25-11-2015, Prime 
Minister of Pakistan constituted an Inter-Ministerial "Committee to 
Examine the Problem of Sugar Mills in Pakistan" to examine the issue. 
The meeting of this Committee was held on 30-11-2015, and 03-12- 
2015, with Secretary Commerce Mr. Shahzad Arbab in Chair. 

i. Secretary NF5&R Mr. Seerat Asghar argued that as per statement of 
PSMA there is abundance of sugar in the country but still the prices of 
sugar in Pakistan is amongst the highest in the world. He stated that 
while we have scarce financial resources to spend on agriculture, it is 
inappropriate to spend billions on sugar subsidies; this is bleeding of 
financial resources and must stop. 

ii. Representative of Ministry of Industries reported that the net export 
surplus at the end of the year would be 0.63 MMT. He also lamented 
that despite the multiple tenders issued by the Utility Stores Corporation 
(USC), no sugar mill is willing to supply sugar to USC depriving it of its 
role as price stabilizing agent for the domestic market. 

iii. The Committee recommended the export of 0.25 MMT till March 2016. 
The committee also recommended the subsidy of Rs. 10 per kg on the 
export of sugar as decided by the ECC last year. 

ISO. On 06-12-2015, a meeting was held in Ministry of Commerce with 
Secretary Commerce Mr. 5hahzad Arbab in chair. After deliberation on 
the minutes of the inter-ministerial committee and discussion with the 
PSMA, it was recommended; 

i. To allow export of 0,5 MMT of sugar 

ii. Cash freight support of Rs. 13 kg for export of sugar be allowed and shall 
be shared equally by the Federal Government and the respective 
Provincial Government 

iii. Minimum price for export to Afghanistan may be fixed at US $ 450 per 

MI 

iv. The cash support may be disbursed through State Bank of Pakistan 

181. On 7th December 2015, ECC of the Cabinet allowed the 

recommendations of the Committee. 

Observations: 

182. Right before the start of the crushing season, the PSMA started 
pressurizing the Government to allow the export of sugar along with the 
subsidy, The Government, under pressure for commencing the crushing 
season, allowed the export along with the subsidy. The practice of the 
previous year on relying on the figures provided by the PSMA and 
without any independent evaluation of calculation of cost of production 
and availability of stocks was followed. There seems to be haste in 
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making such important decision as the whole process of granting the 
subsidy was completed just within 17 days. 

183. No sugar mill participated in any of the multiple tenders which were 
floated for supply of sugar to USC but rather Insisted to allow for the 
export with subsidy. 

184. Inter-Ministerial Committee recommended the export of 0.25 MMT 

with a subsidy of Rs. 10 per leg but Ministry of Commerce, within 15 
days, recommended the export of 0.5 MMT with a subsidy of Rs. 13 per 
kg. No reason is available on record to justify the increase in quantity of 
sugar to be exported and the enhancement of subsidy from Rs. 10 to Rs, 
13 per kg. This despite the fact that, in December 2014, the 
international price of sugar was US$ 397, whereas it rose to US$ 409 
per MT in December 2015, meaning that the amount of subsidy should 
have, in fact, been reduced instead of being increased. The 

international prices mentioned above are quoted from the PSMA 
annual report 2019. Total outlay required to be paid for subsidy came to 
be Rs, 6.5 billion, 

135. No independent calculation of cost of production was done to reach the 
amount of subsidy. 

Sugar Export Subsidy Scheme 2016-17 (Scheme of 2017 without subsidy): 

136. On 19-12-2016, a meeting of SAB was held in the Ministry of NFS&R 
which recommended the export of 0.3 MMT of sugar surplus without 
any subsidy. Ministry of Commerce, on this summary, recommended 
0,225 MMT of export to the ECC. The ECC in its meeting held on 28-12- 
2016 approved the recommendation of Ministry of Commerce and 
allowed the export of 0.225 MMT of sugar, without subsidy. The 
international price of sugar at this time was US $ 524 per MT. 

187, On 16-03-2017, a meeting of SAB was held on the request of Ministry of 

Commerce to consider the request of further export of 0.5 MMT of 
sugar, but SAB recommended 0,4 MMT. Ministry of Commerce, in its 
summary for the ECC dated 17-03-2017, recommended 0.2 MMT of 
sugar to allow to be exported without subsidy. The ECC in its meeting 

held on 28-03-2017 approved the recommendations of the summary. 

The international price of sugar at this time was US $ 577 per MT. 

188, On 17-05-2017, a meeting of SAB was held, with Mr, Khizar Hayat 

Gondal Secretary Mo l&P in chair. After consultation with PSMA and 
other stakeholders, SAS recommended that since the total surplus 
sugar by the end of the season will be 1.884 MMT; therefore, it will be 
safe to recommend export of 1.20 MMT without making it time bound. 
Ministry of Commerce in its summary dated 07-07-2017 proposed 
export of 0,6 MMT but the ECC in its decision dated 18-07-2017 allowed 
export of 0.3 MMT without any subsidy. The international price of sugar 
at this time was US 5 434 per MT. 

189, These three schemes allowed 0.725 MMT of sugar to be exported 

without any subsidy in 2017. The sugar to be exported was 
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manufactured in the crushing season from December 2016 to March 
201.7* 

Sugar Export Subsidy Scheme 2017-1B (Scheme of 2017 with Subsidy): 

190. On 07-09-2017, a meeting of SAB was held, with Mr. Khizar Hayat 

Gondal Secretary l&P in chair. The PSMA demanded that 2.0 MMT of 
sugar be allowed to be exported with a subsidy of Rs. 18 per kg. After 
consultations, SAB recommended export of 1.5 MMT and observed that 
Mo l&P may assist Ministry of Commerce & Textile in working out the 
subsidy. 

19L According to MOI&P's U.O.No. 1[6)/2016-CAO, dated 08-09-2017 sent 

to Secretary to the Prime Minister by the Secretary of Commerce; "The 
Prime Minister of Pakistan also held a meeting in the Prime Minister's 
office with PSMA on 07-09-2017 in which among other directives. 
Ministry of industries and Production was directed to work out 
production cost of sugar which can be made basis for deliberating on 
the demand of PSMA for grant of subsidy for export purpose, today 
positively." In pursuance of the directions, an exercise was undertaken 
in the Mo l&P and cost was worked out as Rs. 52.46 per kg. 

192. The cost of production calculated by Mo l&P 2017 and the resulting subsidy 
was calculated by Mr. Muhammad Yasir Iqbal, Grade 17 cost accounts officer 
Mo l&P who was given a time of less than 24 hours to calculate it. The following 
were the calculations. 


Factors: 


Sugar Recovery % age 

9.87 

Molasses Recovery %age 

4,4 0 

Sales Price of Molasses Rs. /Kg 

12.00 

Manufacturing Profit Rs. /Kg before Tax 

- 


Cost of Production of Sugar: 


1 

Price of Sugar Cane: (Raw Ma terial Cost) 

Rs. Per 40 Kg 

131.0 

2 

Sale of Molasses 

Rs. 

21.12 

3 

Net Cost of raw Material 

Rs , 

199.83 

4 

Development Cess 

Rs. 

1.90 

5 

Market Committee Fee 

Rs 

0.30 

6 

Freight 

Rs. 

2.00 

7 

Total Cost of Raw material 

Rs. 

163.63 

8 

Sugar Obtained from 40 Kg of Cane 

Kgs 

3.95 

9 

Cost of Raw material per Kg of Sugar 

Rs/Kg 

41.46 

l 10 

Processing cost & other overheads 

Rs. /Kg 

1100 

1 a 

Total Manufacturing Cast 

Rs. /Kg 

52.46 


International Prices of Sugar London Board Dated 07-09-101? 

376.6$/Ton, Premium =20$ 

376.6$/Ton + 20$^ 396.6$ 

PKR 41.80 (396.6$ @ Rs. 105.4D/$/lOOO) 

Source: Sugurontine.com 

Price differential between International price and domestic cost of production 
Rs. 52.46 - Rs. 41.80 = Rs. 10.7 
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flpte: Alf these assumptions and figures are copied from the documents of the Mo l&P. 


193. This cost was presented in the meeting of Inter-Ministerial committee 
held on 11-09-2017, with Mr, Mohammad PervaiE Malik Minister for 
Commerce in Chair. In this meeting, it was decided to recommend the 
export of 1.5 MMT of sugar to the ECC with a subsidy of Rs. 10.7 per kg. 

194. On the next day, 12-09-2017, a meeting was held in the Ministry of 
Commerce, with Mr. Mohammad Yunus Dagha secretary of Commerce 
In chair, The recommendations of inter-ministerial committee were 
forwarded to the ECC. The ECC in its meeting held on 14-09-2017, 
decided to; 

a. Allow 0,5 MMT export of sugar 

b. Maximum Subsidy of Rs. 10.7 per kg. on the sliding scale between the 
international price of US$ 376 per MT (as on 03-09-2017) and US$ 499 
per MT (US$ 499 is the international sugar price which equals with the 
cost of production as calculated by the Mo l&P) 

c. Subsidy shall be shared equally by the Federal Government and the 
respective Provincial Government. 

195. Again on 27-11-2017, secretary commerce Mr. Mohammad Younus 
Dagha moved a summary to the ECC to allow additional export of sugar. 
On 28-11-2017, the ECC decided to: 

a. Allow export of additional 1.5 MMT of sugar subject to the conditions of 
the decision of the ECC dated 14-09-2017. 

Observations: 

196. On 28-03-2017 the ECC allowed the export of 0,4 MMT of sugar. At that 
time, the international price of sugar was US$ 577 per MT. This price 
was much higher than the cost of production as stated by the P5MA. It 
was the end of March and the crushing season was almost over and the 
Government and the PSMA had very fair idea of the excess production 
of the current year and the carryover stocks of the previous year. If the 
export of 2,0 MMT was allowed at that time, the country would have 
earned huge amount of foreign exchange and the Government could 
have saved more than Rs. 20 billion which were later allocated to the 
sugar mills as the export subsidy. 

197. On 07-07-2017 Commerce Ministry proposed export of 0.6 MMT but 
the ECC in its decision dated 18-07-2017 allowed export of 0.3 MMT 
without any subsidy. The international price of sugar at this time was 
US$ 434 per MT. This international price of sugar was lower than US$ 
499 (US$ 499 price was used as equivalent to the cost of production 
calculated by the Mo i&P to grant the subsidy). But no subsidy was 
granted while allowing the export of sugar. 

198. There was no change in the cost of production and no major change in 
the international price of sugar from 18-07-2017 to 14-09-2017 yet the 
decision to export without subsidy was changed and a subsidy of more 
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than Rs. 5.0 billion was allocated in the first instance and further fis, 15 
billion were also allocated later. 

199. Subsidy is the differential between the international price and the cost 
of the production of domestic sugar. Calculation of cost of production 
was done by a grade 17 Cost Accounts Officer who had no experience of 
the cost accounting in sugar industry- He was given less than 24 hours 
to calculate the cost of production and on these superficial calculations, 
a subsidy of more than R$. 20 billion was allocated from the public 
exchequer to the sugar mills. 

200. It is worth mentioning here that the ECC allowed export of 0,5 MMT of 
sugar with subsidy on 14-09-2017 on the basts of cost of production 
calculated by the Mo l&P. However, when the ECC allowed further 
export of 1.5 MMT with the same subsidy, then Mo l&P was also 
directed to get the cost of production validated through a third party 
(Annexure 4). 

201. Mo l&P wrote to the Finance Division (Cf-C Section) for validation of 
cost of production. Finance Division, in letter dated 10-01-2018, raised 
serious observations about the cost of production calculated, as 
reproduced below: (Annexure 5) 

/, Sugar recovery ratio appears on the lower side, which drives cost on the 
higher side, 

ii. Development Cess and Market Fee are allowable expenditures under the 
Income Tax Ordinance 2001 , therefore inclusion in the cost of production 
is not justified os the same is recovered subsequently, 

iii. Processing cost and other overhead contain the aspect of depreciation 
and other post gross profit expenditure and therefore, their inclusion in 
the cost sheet need to he reiooked. The cost of production is likely to 
reduce substantially in this way. 

iv. Offsetting by other income (e.g. electricity generation from Bagasse) 
will further decrease the cost of production. 

v. Only considering the point b, the cost of production decreases by Rs. 5.10 
per kg. 

202. In this export scheme of 2017-2018, Rs. 10,7 per kg subsidy was granted 
by the ECC only for export of 2.0 MMT of sugar (Sindh granted 
additional subsidy of more than Rs. 4 billion). A decrease of Rs. 1.0 per 
kg of subsidy meant the saving of more than Rs.2.0 billion. Even if all the 
observations of Finance Division were ignored and only adjustments of 
Rs, 5.10 per kg were considered, this would have saved more than Rs. 
10 billion. The major export and subsidy availed was after January 2018. 
Therefore, timely intervention could have saved billions of rupees for 
the national exchequer. 

203. On the analysis of Finance Division, Mo l&P endorsed the calculations of 
Finance Division and prepared an implementation report and submitted 
it to the Cabinet Division for consideration on 27-02-2018 (Annexure G). 
On 14-03-2018, the Cabinet Division requested Mo l&P to submit the 
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requisite report of Finance Division to the ECC in the form of summary 
in its next meeting (Annexure 7). However, this summary was never 
submitted as on 19-03-2018, the ECC issued a corrigendum directing 
the Mo !&P to get the cost of production validated through a third 
party. Following was added in the ECC decision "As demand for subsidy 
by the sugar industry, inter-alia, is based upon the differential between 
cost of production of sugar and prices in the international market, the 
Ministry of Industries and Production was directed to get the cost of 
production {as mentioned in para 18) validated through a third party". 
At Annexure III is the summary of Secretary Commerce, Mr. Khizar 
HayatGondal, dated 08-09-2017. 

204. The entire matter, of not putting up the summary in the ECC based on 
the reduced cost of production as proposed by the Finance Division, 
resulted in loss of more than Rs. 07 billion, and requires a detailed 
inquiry and legal proceedings. 

205. It took more than a year for Mo 1&P to decide and finally ask the CCP on 
25 June 2019, for validation (Annexure 8). On 19 November, 2019 the 
CCP finalized the calculation and replied to the Mo l&P that cost of 
production was Rs. 51.93 per kg which was dose to the figure Rs. 52.46 
as calculated by the Mo !&P. But this calculation by the CCP was also 
based on the audited financial statements and cost audit reports of the 
sugar mills for that year. 

206. Mr. Shahid Khaqan Abbasi, former Prime Minister of Pakistan, and Mr. 
Khurram Dastagir, former Federal Minister, made a voluntary 
appearance before the Commission* Mr. Shahid Khaqan Abbasi 
explained that for the first time the system of sliding scale was 
introduced for calculating the subsidy to be paid in light of the varying 
international price of sugar and thus ensuring that the amount of 
subsidy paid was according to the real international price. He further 
explained that also for the first time, the cost of production was not 
approved based on the calculations made by P5MA and instead were 
calculated independently by Mo i&P. 

207. He was asked why the cost of production was calculated hurriedly 
despite the fact that this is an annual requirement and such calculations 
could be got done by the experts if given proper time. He said that 
Secretary Commerce Mr. Dhaga was asked to prepare the cost of 
production and the calculation that he made were far lower than the 
subsidy demanded by PSMA. 

208. He also contended that the subsidy was not the main issue as regards to 
the price hike in wake of the export of sugar by the current government 
in 2018-19. According to him the real issue was that the export was 
allowed by the government when the stocks were not sufficient and this 
resulted in profiteering by the mill owners who made profits in excess 
of Rs. 100 billion by increasing prices. He also said that he himself used 
to chair all the ECC meetings. 
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209. The Commission is of the view that as per the documentary evidence 

available as discussed in the Paras above, the calculation of subsidy 
based on the cost of production in 2017-2018 was not done with due 
diligence while approving the subsidy of Rs. 20 billion. Mr. Shahid 
Khaqan Abbasi could not provide satisfactory answers or 

documentation to explain and justify the subsidy procedure. Moreover, 
a grade 17 officer was given less than 24 hours to calculate the cost of 
production and also did not possess the requisite qualification and 
experience of cost accounting. 

210. The notified support price of sugarcane, i.e. Rs. 180 per 40 kg, was used 

to calculate the cost of production. The Commission has discussed all 
the evidence in TORfs) which clearly shows that the sugar mills have 
been procuring sugarcane well below the support price in 2017-2018. 
The Commission believes that if the calculations of the cost of 

production were done properly and the data used was verified this 

subsidy and the previous subsidies of more than Rs, 25 billion could 
have been avoided. 

Sindh Government Sugar Export Subsidy Scheme 2017-18 (Additional Subsidy 

of Rs. 9.B0 per kg): 

211. On 22-11-2017, Secretary Agriculture Government of Sindh moved a 

summary for the grant of subsidy on export of sugar (Annexure 9). The 
summary was discussed in the Cabinet meeting dated 04-12-2017 as 
agenda item-2, The Minister for Agriculture apprised the Cabinet that 
‘the PSMA has requested to consider the additional support subsidy of 
Rs. 9.30 per kg in addition to Rs. 10.70 per kg which was already 

sanctioned by the Federal Government, if additional support is given to 
the PSMA, it will be in the best interest of the public and growers ". 

212. The Minister for Industries apprised the Cabinet that whenever support 
is given to PSMA, its effects do not trickle down to the growers and 
growers are least paid for their crop. The additional cash freight shall be 
given if it is ensured that growers are paid Rs, 182 per 40 kg of 
sugarcane. The Minister for Food endorsed the point. The Minister for 
Agriculture added that sugarcane from Punjab is sold on prices of Rs. 
110-120 per 40 kg in three districts of Sukkur, Ghotki and Kashmore- 
Kandhkot. 

213. Secretary Finance apprised the Cabinet that if additional cash freight 
support of Rs. 9.3 per kg is translated into money terms its financial 
impact would be huge. The budget 2016-2017 was presented with 
deficit of Rs, 13 to Rs. 14 billion. If additional support is given on sugar 
export, it wifi decrease the development budget's share in coming 
election year, 

214. However, the Cabinet approved the additional cash freight support of 
Rs. 9.3 per kg of sugar in addition to its 50% share in the cash freight 
support of Rs. 10.70 per kg allowed by the Federal Government on 
following terms and conditions. 


Page 65 of 253 


I. The Agriculture department may reach an agreement with the Sindh 
Bank Limited {SBL) and deposit the full amount of cash freight support in 
SBL. 

ii. No mill shall claim a cash freight support of Rs. 9.3 per kg for any 
quantity greater than 20,000 MT, 

Observations: 

215. As shown in the table below, 26 sugar mills have been paid Rs. 4.123 
billion against the reported export of 443,347 MT; while the claims of 
few sugar mills are still pending. This subsidy was not disbursed through 
the State Bank of Pakistan, rather through Sindh Bank Limited. 


Sindh Cash Freight Support on export of Supr Position as on 20.6.2019/ for the Year 2018 



5 No 

Name 

SUGAR MILLS 

QtyPaid(M.T) 

Subsidy Paid 
{Millions) 


1 

OMNI GROUP 

LARA 

15,986.00 

148.67 


2 

AN5ARI 

19,530. U0 

182.19 


3 

TANGO ALLAHYAR 

15,542.00 

144.54 


4 

BAWANY 

19,362.00 

180.07 


5 

NAUOEKO 

14,730.00 

136.99 


6 

NEW DADU 

19,740.00 

183.58 


7 

SAKRAND 

6,547.00 

60. S3 


a 

CHAMBER 

19,950.00 

1S5.54 


9 

KHOSKI 

17,997.50 

167.38 



Group Total 

149,444.50 

1,389.83 








ID 

}Wt 

J.D.W-III (GHOTKI) 

19,998.00 

185.98 


n 

AKT (Gulf) 

Claim Pending 

Reportedly Ri. 136 
miHion Paid Paler 


12 

DEHARKI 

I8.735.no 

169.59 


Group Total 

38^33.00 

355.57 








13 

R.Y.K. 

AlUANCE 

19,796-00 

184.10 








14 

Others 

MIRPURKHAS 

19,989.00 

185.90 


15 

AL-ABBAS 

19,986.00 

185,87 


16 

AL-NGOR 

19,972.00 

1S5.74 


17 

FAHAN 

19:952.00 

185.55 


18 

SINDH ABADGAR'S 

19,392.00 

185.00 


19 

ARMY WELFARE 

19,802.00 

1S5.00 


20 

SHAH MU RAD 

19,390.00 

184.98 


21 

MEHRAN 

19,862.00 

104,72 


22 

HABIB 

18,330.00 

175.12 


23 

RANI PUR 

17,290.00 

160.80 


24 

BANDI 

16,880.00 

156.98 


25 

KHAIRPUR 

14,638.00 

136.13 
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Source: Figures provided by the Sindh Government 

216. There is no justification of additional subsidy from the Provincial 
Government when the Federal Government had already granted the 
subsidy of Rs, 10.70 per kg. There were no calculations of cost of 
production by the Sindh Government and ever the calculations of the 
cost of production and the subsidy made by the Federal Government 
were also ignored. The whole scheme was decided, and the additional 
subsidy of Rs. 9.30 per kg granted arbitrarily, based on the figures 
presented by the PSMA and more than Rs. 4 billion subsidies 
allocated. The proceedings recorded in the summary show that no one 
was in favor of the subsidy but still the subsidy was granted. 

217. Su bsidy was granted on a flat rate instead of sliding scale. 

218. OMNI Group is the largest beneficiary of this scheme. No mill was 
aliowed to claim export subsidy on export of more than 20,000 MT, 
irrespective of their production and export potential. This dearly meant 
that the group with the greater number of sugar mills was bound to 
gain more share from the subsidy scheme. That is the reason that out of 
total subsidy of Rs, 4.123 billion, the OMNI Group was paid Rs. 1.389 
billion. 

219. The Chief Minister of Sindh, Mr. Syed Murad Ail Shah, was requested by 
the Commission to brief the Commission on this subsidy scheme, but he 
chose not to appear citing the reason that the Commission did not have 
authority to call him as this matter was not covered in the TORs of the 
Commission. 

Sugar Export Subsidy Scheme 2018-19 (Scheme of 2018 without subsidy by the 

Federal Government): 

220. On the request of Commerce Division, a meeting of SAB was held on 11- 
09-2018. The agenda proposed by the Commerce Division was to review 
the overall availability and stock position of sugar and to workout 
exportable surplus, if any. The Secretary Mo NFS&R explained that due 
to water shortage, low production of sugarcane was expected in the 
upcoming season. After consultation of all the stakeholders, it was 
concluded that total surplus sugar availability by the end of the season 
will be 1.962 MMT. After deducting the strategic reserves of two 
months i.e. 0.866 MMT, there would be net surplus of 1.096 MMT, 
therefore it would be safe to recommend export of 1,00 MMT without 
making it time bound. SAB also recommended a Monitoring Committee, 
headed by Joint Secretary (PSD) Mo l&P to ensure the availability of 
sugar in the country on monthly basis. 
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221, On 28-09-2018, Commerce Division forwarded their recommendations 
to the ECC The ECC, in its meeting held on 02-10-2018 decided to; 
(Anne xu re 10) 

i. Allow export of 1.0 MMT of sugar, 

ii. No freight or financial support to be provided to millers/exporters by the 
Federal/Provincial Governments, 

iii. The inter-Ministerial Committee will meet fortnightly to review sugar 
stock, export and price situation 

iv. In case of any abnormal increase in domestic price of sugar, the 
Committee would recommend to the ECC of the Cabinet for 
discontinuation of further exports. 

v. The export quota shall be monitored and implemented through SBP 

222, According to the summary of Commerce Division dated 03-12-2018, the 
PSMA and representatives of Kissan Ittehad met with Minister for 
NFS&R and Advisor to the PM on Commerce on 28-11-2018 and 29-11- 
2018, They demanded that the conditions for the export of 1.0 MMT of 
sugar may be relaxed and further 0,1 MMT may be allowed to be 
exported. They also demanded that the Federal Government should 
immediately release Rs. 2.0 billion of outstanding subsidy claims to SBP, 
They also demanded that the provinces may be asked to pay freight 
support as sugar policy is their domain. These demands were forwarded 
to the ECC. (Annexure 11) 

223, Para 2 of the same summary pointed out that in previous year freight 
support on export of sugar was given on sliding scale based on 
differential between the domestic cost of production of sugar, which 
was provided by the Mo l&P, and the international price of sugar. Last 
year, 2 MMT of sugar was allowed to be exported, but the provision of 
freight support is not justified. The Cost of Production calculations by 
Mo t&P 2018 are shown in the table below. 


Table 26 : Estimated Ex-Mill Price of Sugar from Sugarcane Prices During Crushing Season 
2018-19 



Punjab 
notified Price 
of Sugarcane 
fa. l$0/4$Kg 

Punjab Actual 
Payment of 
Sugarcane Paid 
by Mills Rs. 
lS0/4OKg 
(2017-18) 

Sindh notified 
Price of 

Sugarcane as 
Ordered by 

Sindh High Court 
fa r 1 60/40 Kg 

Sindh Actual 
Payment paid 
by Milk 

Rs.140/ 40 Kg 
(2017-13) 

Average Sugar Recovery %Age 

9,96% 

9.96% 

9.96% 

9.96% 

Average Molasses Recovery %Agc 

4.36# 

4.36% 

4.36% 

4.36% 

Sales Price of Molasses and 

Begasse fts. /Kg (9+1) 

IQ/Kg 

10/Kg 

10/Kg 

10/Kg 

Price of Sugarcane (Raw Material 
Cast) 

Rs. lS0/4Okg 

Rs. 150/40 Kg 

160/40 Kg 

140/40 Kg 

Sale of Mofa$$e$ & Bagasse 

(17.44)/40 Kg 

(l7.44}/40Kg 

(17.44)/40Kg 

(17.4040 Kg 
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(4.36% *40Kg =1.74/Kg) 





Net Corf of Raw Material 

162.56/40 Kg 

132.55/40 Kg 

142.56/40 Kg 

122.56/40 Kg 

Freight 

Rs.2.00 

Rs. 2.00 

Rs. 2.00 

Rs.2.00 

Total Cost of Raw Material 

164.56/40 Kg 

134.56/40 Kg 

144.56/40 Kg 

124.56/40 Kg 

Cost of Row Material per Kg of 
Sugar (9.96%' 40 Kg = 3 t 98/Kg) 

41.34/Kg 

33.80/Kg 

36.32/Kg 

31.29/Kg 

Processing cost & Other 

Overheads 

7.7/Kg 

7.7/Kg 

7.7/Kg 

7.7/Kg 

Total Manufacturing Cast without 
Tax 

49.04 

41.50 

44.02 

38.99 

International Prices of Sager 
(London Board) 





Price of International Sugar (AAt 
(m 28-11- 2018) $34 9fl In PKR 

46.75/Kg 

46.7$ 

46.76 

46.76 

46.76 

Price Differential Bfw 

International Price and Domestic 
Cast of Production 

(2.28) 

5.25 

2.73 

7.76 

If Added Premium of $20 In 
International Cost then Cost is 
$369/ land PKR Rs, 49.44/Kg 

4$. 44 

49.44 

49.44 

49.44 

Price Differential B/W 

International Price and Domestic 
Cast of Production after Premium 

0.4 

7.94 

5.42 

10.45 


Source: Calculations of cost of production by Cost Accounts Officer, Mo l&P 2018 


224, On 04-12-2018, in the ECC meeting, following were allowed:(Annexure 11) 

i. Export quota to be enhanced by 0.1 M MT, without any freight support, 

ii. Since the entire issue of freight support arose due to varying 
procurement prices of sugarcane fixed by the Provincial Governments, 
therefore, the freight support may be determined/paid by the respective 
Provincial Governments, if deemed appropriate. 

iii. The ECC directed Finance Division to release Rs. 2.0 billion for the 
payment of outstanding claims of freight support for sugar export, being 
federal share. 

Observations: 

225. Mr. Asad Umar, Minister for Planning and Development [former 
Finance Minister) appeared before the Commission. He explained that 
the country was in dire need of foreign exchange at that time and since 
there were sufficient stocks of sugar available in the country, the 
decision to export was justified. Moreover, he stated that the crushing 
season was about to start and therefore, there was no apprehension of 
sugar shortage and that the increase in prices in sugar in 2019 cannot 
be attributed to the shortage of sugar due to export as mentioned in 
the report of Inquiry Committee on Sugar, He was asked whether there 
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was any reliable mechanism to verify the figures of stocks and the 
strategic reserves that are given by the PSMA. He stated that the figures 
are provided by the provincial governments to the Ministry of Industries 
and therefore, there was no reason to doubt their accuracy, 

226. He was also asked why the decision of not allowing any subsidy by the 
Federal or Provincial government in the first meeting was subsequently 
changed by allowing the provincial governments to decide about the 
freight support (subsidy) on their own, "if deemed appropriate". He 
stated that the matter had been discussed informally that after the 18 th 
Amendment, the matter of such subsidy was purely a provincial matter 
and therefore, it was not the mandate of the Federal government to 
decide about it. He was further asked that the decision of the ECC did 
not reflect this discussion and instead it was mentioned that the reason 
was the varying support prices of sugarcane in different provinces. His 
response was that the actual reason was as earlier explained by him. 

227. He added that the sugar mills were threatening that they will not start 
the crushing season unless export is allowed. He further stated that this 
increase of price was because of cartelization and collusion between 
different players, producers of sugar and due to their collective market 
manipulation to increase the price. 

228. Mr. Abdul Razak Dawood, Advisor to Prime Minister for Commerce, 

Textile, Industry & Production and Investments also appeared before 
the Commission. He explained that the country was in dire straits with 
very low level of foreign exchange available and in this background 

since there were sufficient surplus stocks available therefore, export of 
sugar was allowed. According to him, one of the items that China had 
agreed to include in the list of imports that China allowed, was sugar 
and this added to the reasons for allowing export of sugar. When asked 
whether the stocks and strategic reserves position as stated by PSMA 
could be relied upon, he stated that all this data is provided by the cane 
commissioners in the meetings of the SAB and therefore, were reliable. 

229. As regards the reasons for the increase in the price of sugar due to 

export and the shortage of stocks of sugar in the country, he contended 

that there was no shortage of sugar in the country at any point during 
the year and the stocks always remained sufficient and in fact, there 
were carry-over stocks available even at the end of the year. In his 
opinion, the linkage between exports and shortage of stocks with the 
increase in price was therefore, not justified. 

230. Responding to another question that why the fortnightly meetings of 

inter-ministerial committee headed by him, as decided in the meeting 

of the ECC, were not held, he stated that the Inter-Ministerial 
Committee and the Sugar Advisory Board have the same participants 
and therefore, due to this overlap, the matter was regularly discussed in 
the meetings of the SAB which was the more appropriate forum. He 
was further asked that why despite the fact that the issue of rapidly 
increasing prices was raised in the SAB meetings by the provinces, no 
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decision was made to discontinue the export of sugar? He responded 
that they had international commitments to export sugar by May 2019 
and these obligations had to be fulfilled. He further stated that since 
there was no shortage of stocks, the increase in prices of sugar cannot 
be attributed to the exports. 

231. The Commission is of the view that it is correct that the country was in 
need of foreign exchange and there were prima facie sufficient stocks of 
sugar available for export. 

232. The response of Mr. Asad Umer regarding the change of the ECC 
decision, about the freight support (subsidy) by placing it on the 
discretion of the provinces. Is found not convincing by the Commission, 
The reason cited by him was that the tack of legal purview of the 
Federal Government to decide about a Provincial matter of freight 
support, was the reason for this change. But this reason is not reflected 
in the subsequent decision of the ECC at all and the reason of decision 
stated, therein, is completely different. Even if the explanation cited 
there that varying costs of sugarcane procurement in the provinces is 
the reason for the change of decision is considered, it is still not 
plausible as the cost of procurement of sugarcane was Rs. 180 and Rs. 
182 in Punjab and Sindh respectively and this is a minor difference. 

233. The response of Mr, Abdul Razak Dawood, regarding the continuation 
of export of sugar despite the price hike, was not found convincing by 
the Commission. The decision to export sugar was followed by an 
increase in price of sugar in the local market. The Commission has 
gathered enough evidence to establish that the export of sugar is one of 
the reasons for increase in price of sugar in the domestic market as well 
as other factors like market manipulation, hoarding, forward contracts 
and "Satta", by the sugar sector players. The details are discussed in 
TOR (f), {g} and (j). 

234. The SAB should have considered that if the increase in price of sugar 
was not due to shortage of stocks, then the intervention of the 
government was necessary to counter the market manipulation. The 
ECC had asked the inter-ministerial committee to closely monitor 
stocks, price of sugar and recommend discontinuation of further 
exports, in case of abnormal increase in the domestic price of sugar. 
The contention that the export was not discontinued because export 
commitments to China were to be honored, does not hold much 
weight. The export only to China could have been allowed to continue. 
This intervention was required to curtail the manipulative activities and 
give a clear message to the market about the seriousness of the 
government to intervene and control the prices through ban on 
exports. 

235. The Commission is of the opinion that the Sugar Advisory Board failed 
to take a timely decision to ban the export of sugar. The price hike and 
the export continued till February 2020, as shown in the graph below. 
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236. The exporters of sugar gained benefit in two ways: firstly, they were 
able to gain subsidy and secondly, they made profit from the increasing 
sugar prices in the local market. There was no shortage of the sugar in 
the market but still the price increased from Rs. 55 per kg in December 
201S to Rs. 71.44 per kg in June 2019 although the GST increase was 
implemented from 1 st July 2019. In the same period, the ex-mill price 
increased from Rs. 51.64 kg in December 2018 to Rs. 67.42 per kg in 
November 2019. The mills were making reasonable profits at the ex-mill 
price of Rs. 51.64 per kg in December 2018. With the increase in prices 
due to export, hoarding and market manipulation, the sugar sector 
earned an extra profit of Rs. 40.57 biFlion, as shown in the table below. 


Month 

Monthly 

Eocal 

Consumptio 
n (tons) 

Ex-Mill 
Price per kg 

Ex-Mill Price 
per kg 

Difference in 
Awe- Ex-mi H 
price aver Dec 
2018 {July 19 

onwards net 
of additional 

sale tax 
Figure] 

Gain earned over 
Dec Z018 Ex-Mill 
price 

(Country 

Avg.J* 

(Dec 2018) 

Jan-19 

4*3,333.99 

94.3 

51.64 

2.66 

1,162,666,66s 

Feb-19 

433,333.33 

54.73 

51,64 

3.D9 

1,338,999,990 

Mar-19 

433.333.33 

57.46 

51.64 

5.82 

2,521,999,981 

Apr-19 

433,333.33 

60.49 

51.64 

a SB 

3,834,999,971 

May-19 

433,333.33 

62.48 

51.64 

10.84 

4,697,333,297 

Jurt-19 

433,333.33 

63.59 

51.64 

11,95 

5,178,333,294 

Jui-19 

433,333.33 

65.73 

51.64 

8.09 

3,505,666,640 

Aug-19 

433,333.33 

68.62 

51.64 

10,98 

4,757,999,963 

Sep-19 

433,333.33 

6836 

51.64 

10.92 

4,731,999,964 
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Oct-19 

433,333.33 

68,3 

SI.64 

10.66 

4,619,333,298 

Nov-19 

433,333.33 

67.42 

51.64 

9,78 

4,237,999,967 

Total Gain earned by Sugar Mills through increase in ex-mill price since 

December 2016 

40,577,333,021 


"Increase In GST from 11% to 17% taken into account 


Punjab Government Sugar Export Subsidy Scheme 2018-19 (Subsidy of Rs. 5.35 

per kg}: 

237. On 27-11-2018, Secretary Food Punjab Mr, Shoukat Ali moved a 

summary for the Chief Minister Punjab to approve the supplementary 
grant of Rs, 2.961 billion to pay off the pending claims of rebates on 
export of sugar till date, on the scheme of 2017-2018, This was 
demanded by the PSMA in its meeting with the CM Punjab to start off 
the crushing season. The summary was approved on 01-12-2018. 

238. As per minutes of the meeting dated 06-12-2018 (chaired by the CM, 

Punjab}, the Minister for Food apprised that "ECC while considering 

demands of PSMA allowed export of 1.1 MMT of sugar while reportedly 
burden of subsidy, as demanded by PSMA, has been passed to the 
provincial governments". 

139. After detailed deliberations, the decision was made "payment of subsidy 
in the sugar mills of Punjab at the rate of Rs. 5.35 per kg as was 

approved previously (2017-2018} bv the ECC as provincial share for 

export of sugar was approved in principle". (Annexure 12) 

240, Mr. Shoukat Ali, the then Secretary Food Punjab, moved the summary 

for grant of subsidy on 22-12-2018 (Annexure 13}. The summary was 
moved on the directions of the Government, but the recommendations 
about the subsidy were not based on any calculations of cost of 

production. It is pertinent to mention here that the Mo l&P had carried 

out an exercise for calculation of cost of production and in the light of 
those calculations the ECC had decided not to provide any subsidy on 
04-12-2018. 

241. As per the minutes of the Cabinet meeting held on 29-12-2018, para 
19.1 of the minutes states that M 5ecretary Food briefed the Cabinet that 
provision of subsidy on export of sugar was discussed in a meeting held 
under the Chairmanship of Chief Minister on 6th December 2018 in the 
light of verbal information on decision of ECC dated 04-12-2018. it wos 
resolved that the rate of freight subsidy/export subsidy on export of 
sugar may be maintained at the level of share of subsidy (fts.S.35/kg) 
shouldered by the Government of the Punjab during the year 2017-18. it 
was also resolved that total volume of export freight/subsidy shall not 
exceed Rs. 3.0 billion." it was decided that the quantity for which the 
subsidy from Punjab would be applicable shad not exceed 5296 of the 
total exports (1.1 MMT). It was also decided to place the matter before 
the Cabinet Committee on Finance and Development for its 
consideration and final decision. This approval, however, will be linked 
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with immediate start of crushing by the sugar mills in Punjab. (Armexure 
13] 

242. The summary of the Food Department Punjab was approved in the 

minutes of 6th meeting of the Provincial Cabinet held on 29-12-2018. 
The Cabinet was requested to consider and approve subsidy at the rate 
of FIs. 5.35 per kg on a sliding scale from US$ 343,8 per MT up to U5$ 
435 per MT and subject to the condition that financial outlay shall not 
exceed Rs. 3.0 billion. The same was approved by the Cabinet. 

243. The export subsidy was granted by the Provincial Government on the 

condition that in case of abnormal increase in the domestic price of 
sugar, the subsidy would be discontinued. Accordingly, then Secretary 
Food moved a summary on 26-04-2019 to discontinue the subsidy due 
to increasing domestic prices. The summary was approved in the 

minutes of 11th meeting of the Provincial Cabinet held on 24-05-2019 
and the subsidy was discontinued by the Punjab Government. 

244. The Punjab Government was providing the subsidy for export of sugar 
at a time when the price of sugar was increasing in the domestic 
market. Out of 0.762 MMT of sugar exported, 0.474 Million tons (62%) 
was exported before the withdrawal of subsidy and the remaining 38% 
was exported after the withdrawal of subsidy, it is also worth 
mentioning here that Rs. 3.0 Billion were allocated by the Punjab 
Government for the subsidy (From January 2019 to onwards) but Rs. 
2,47 Billion were utilized from 1st January to 24th May 2019. 

245. Mr. Usman Buzdar, Chief Minister, Punjab appeared before the 

Commission and briefed about the grant of subsidy to the tune of 
Rs.3.00 billion by the Punjab Government. He explained that the 
subsidy was discussed in the meeting of Cabinet Committee on Sugar 
Sector on 17-12-2018 which recommended the subsidy which was 
approved by the Cabinet in its meeting dated 29-12-2018. He further 
explained that the background to this decision was that PSMA and the 
sugarcane growers had held a meeting with the Minister, Food 
Department on 06-12-2018 and had demanded the decision on subsidy 
before starting the crushing season. 

246. He was asked about the minutes of the meeting that he had chaired on 
06-12-2018 which cleariy stated that an in-principle decision to allow 
subsidy to the sugar mills of Punjab at the rate of Rs.5.35 per kg. was 
made and the matter shall be placed before Cabinet Committee on 
Finance & Development for a final decision. The CM, Punjab stated that 
he did not remember this meeting at all. 

247. The Commission also found that the in-principle decision taken on 06- 
12-2018 was made even before the decision of the ECC meeting held on 
04-12-2018 had been received by the Punjab Government. As per 
minutes of the meeting of the Provincial Cabinet, dated 29-12-2018, the 
“Secretory/ Food briefed the Cabinet that the provision of subsidy on 
export of sugar in a meeting held under the Chairmanship of Chief 
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Minister Punjab on 06-12-2018, in the tight of verbal information on 
decisions of ECC dated 04-12-2018". 

248. It was also noted that when the Secretary Food moved a summary for 
grant of subsidy on 22-12-2018 which was approved by the Cabinet in 
its meeting held on 29-12-2018, it contained a proposal of calculations 
to grant subsidy as allowed during 2017-18 at a rate of Rs.5.35 per kg. 
by the Punjab Government. However, no calculations were made by the 
Secretary Food regarding cost of production, international prices of 
sugar, currency exchange rate and the resulting differential cost. 

249. It is pertinent to mention here that when the subsidy was granted in 
2017-18, the US Dollar conversion rate was Rs.105 per dollar while it 
was Rs.138.89 per dollar at the time of making this decision of subsidy. 
It was the same stock of sugar. In this summary of Secretary Food 
Punjab, the sliding scale was applied from US Dollar 343.80 to US Dollar 
435 per metric ton. The upper end of the sliding scale (which matches 
the cost of production as per PSMA) indicates a cost of Rs.60.42 per kg. 
of sugar (435x138.89/1000= Rs, 60.42 per kg). While in 2017-18, when 
the federal government granted the subsidy, the cost of production was 
calculated at Rs.52.46 per kg (499x105,4/1000=Rs. 52,60 per kg). If the 
amount of subsidy of Rs.5,35 per kg. was taken out from Rs.60,42, it 
would had resulted in Rs.55.07 per kg. This figure Is still above the cost 
of production which had been calculated by federal government at 
Rs.52.46 per kg. Since, it was the same stock of sugar of 2017-18 for 
which the cost of production was calculated by Mo l&P at Rs. 52.46 per 
kg, there was no justification for providing the subsidy after the 
devaluation of rupee against US dollar. 

250. The then Secretary Food, Mr. Shaukat Ati, when asked about the 
above calculation did admit that this was something that had been 
overlooked and admitted his mistake. 

251. The Commission is of the view that this subsidy granted is unjustified. 
The Chief Minister Punjab pleaded his case that the subsidy was 
granted by the Cabinet and it was a collective decision. However, 
keeping in view the minutes of the meeting dated 06-12-2018, which 
the CM Punjab claims to have forgotten, clearly indicates otherwise. 

Sugar Export to Afghanistan: 

252. The data from FBR shows that Pakistan exported 2,355,613 Metric Tons 
of sugar to Afghanistan from January 2015 to to-date. In order to verify 
the export figures, the data was obtained from the Afghan Government. 
According to their data, Pakistan exported 1,577,232 MT of sugar to 
Afghanistan in the said period, with a difference of 778,381 MT, 

253. The difference was so large that the Commission engaged with the FBR 
Customs officers for further verification and reconciliation. According to 
the Customs officers, the transit sugar exported to Central Asia from 
Afghanistan has not been included by the Afghanistan authorities in the 
data of sugar imported from Pakistan and thus, causing this difference. 
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254, The Commission, therefore, again approached the Afghanistan 

authorities, via Foreign Office, for provision of sugar transit data from 
Pakistan to Central Asia through Afghanistan. 

255, The Afghanistan Government has provided the transit data which 
shows that 697,455 MT of sugar from Pakistan has been exported to 
Central Asia through Afghanistan. This leaves an unreconciled figure of 
80,926 MT between the export data figures of Pakistan and 
Afghanistan. The data table below explains the year-wise break-up of 
exports from Pakistan to Afghanistan. 


Table 27: Export to Afghanistan: FBR Pakistan & Afghan Govt. Data 


Sugar Export MT as per Scheme 



Schemes 

FBR 

Pakistan 

Afghan 

Govt. 

Difference 



Scheme IS (Jan 15 to Dec IS) 

474 r 49fl 

190,956 

233,542 

Afghan Transit Sugar 

Scheme 16 (Jan 16 to Nov 16] 

216,357 

187316.778 

31,040 

from Pakistan 
Central Asia 

to 

is 

Scheme 17 (Dec 16 to Sep 17} 
Without Subsidy 

292,542 

329,965 

-37,423 

697,455.84 MT. The 
remaining difference 

Scheme 17 (Oct 17 to Sep 18) 

928,156 

565,382 

362,774 

is 80,926 MT. 


Scheme IS (Oct IS to Feb ZO) 

442,060 

303,612 

138,443 



Total 

2,355,613 

1,577,232 

778,331 




256. As regards export to Afghanistan; 


i. A gap of 80,926 MT still remains between the data of the two 
countries, which needs to be properly inquired. The Government 
may issue directions to the FBR to initiate inquiry in this matter. 

ii. In addition, the Commission has found documentary evidence 
that trucks with a registered weight carrying capacity of 15 tons, 
carried sugar loads of 97 tons to Afghanistan. Matter needs to be 
further probed. 

iil, in the Export Scheme of 2014-2015, over the counter deposit of 
foreign currency was allowed by invoking SRO 77 of 2013. This 
was later revoked in December 2015 and now the foreign 
currency payments are received through Foreign Telegraphic 
Transfer (FTT). The Commission is of the view, that export to 
Afghanistan should only be allowed against the Letter of Credit 
so that it can be made foolproof, 

Potential Beneficiaries of Export Subsidy: 

257. Total suhsidy paid by the Federal and Provincial Governments for different 
sugar export subsidy schemes, from January 2015 to February 2020, is Rs. 
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29,226,99 Million. Group and Mill wise details of sugar export and the subsidy 
paid are as shown in the Table below; 


SBP Position of Sugar Mills Wise Subsidy Paid 

Name of 
Groups 

Sugar 

Mills 

Subsidy Share (Rs, in Millions) 

Total 

(M) 

%age 
Share of 
Mills & 
Group 

2015 

Scheme 

2016 

Scheme 

2017 

Scheme 

2017 

Scheme 

2013 

Scheme 

(Federal + 
Provincial 
Share) 

(Federal + 
Provincial 
Share) 

{Federal + 
Provincial 
Share] 

Freight 
support 
by Sindh 
Govt, in 

2017 

Freight 
support 
by Punjab 
Govt. 

R.YJC. 

Group 

RhY.K- 

207. ia 

235.69 

ass .31 

o.ao 

S3.31 

1 P 419.99 

4. SB 

Alliance 

241.55 

0.00 

260.07 

164.10 

0.00 

68572 

2,35 

EtJhad 

0.00 

121.62 

373.65 

0.00 

133.91 

679.17 

2.32 

Two Star 

o.oa 

0.00 

1.1E1.47 

D.ao 

179.63 

1,361.10 

4.66 

Group Total A ftagg 

44A.71 

357.30 

2,703.50 

184.10 

452.34 

4,145.58 

14,19 










J.D.W. 

Group 

J.D.Wh 

339.25 

318.63 

1,622.79 

135.93 

556.21 

3 r 022.E6 

10.34 

JK 

0.00 

0.00 

0,00 

0.00 

4,83 

4,63 

0-02 

AKT (Gulf } 

aoo 

000 

108.97 

1B6.DQ 

0.00 

294.97 

1.01 

Deharki 

o.ao 

0.00 

93. LD 

169.59 

D.OO 

267.63 

0.92 

Group Total A ftaga 

139.25 

318.63 

1,020.86 

541.57 

561.04 

3,590,34 

1278 


Hu nig 

423,41 

455-83 

1J5G2-O0 

0.00 

429.84 

2,871X9 

9.B2 


Omni 

Group 

LARfi 

2.60 

0.00 

40.46 

146.67 

0.00 

191.73 

Q.&6 

An sari 

107.12 

0,00 

22.12 

102.19 

0.00 

311.43 

1,07 

Tando 
Allah Yar 

132.42 

0.00 

37.62 

144.54 

0.00 

314.55 

1.0® 

Bawany 

57.40 

0,00 

57.S2 

180.07 

0.00 

295.25 

1,01 

Naudaro 

45.60 

0.00 

70.12 

136.99 

0.00 

253.71 

0.87 

New Dadu 

58.00 

0.00 

79,4-7 

183.58 

0.00 

321.05 

1.10 

Chambar 

44.20 

0.00 

75.55 

185.54 

0.00 

305.29 

1.04 

Khoski 

20.13 

0.00 

41.39 

167,38 

0.00 

236.89 

0.81 

Sakrand 

0,00 

0.00 

33.52 

60,89 

0,00 

94.41 

0.32 

Group Total & 

476.47 

0.00 

458,08 

1.385,33 

0 00 

2,32438 

7.95 










Fatima 

447,15 

355,45 

1.254-50 

0.00 

248.40 

2,305,52 

7239 


Al-Moiz 

Group 

Al-Moiz 

65.05 

D.OO 

256.96 

o.oo 

241,7S 

563.68 

1.93 

Baba Farid 

93-60 

0.00 

0.D0 

0.00 

0.00 

92.60 

0.32 

Thai 

Industries 

153,43 

80.44 

412,21 

0.00 

164.76 

E1D.E* 

2.77 

Group Total ft %ggo 

m,Q8 

50.44 

669.06 

0.00 

406.53 

1,467.12 

5.02 










Sharif 

Family 

Group 

Ramzan 

45.60 

59.25 

23S.SE 

0.00 

0.00 

356.43 

1.15 

Chaudary 

146,10 

59 ED 

0,00 

0.00 

0.00 

206.60 

0.71 
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Ittefaq 

40.00 

0.00 

0.00 

0.00 

0.00 

43.00 

0.16 

Chanar 

20,00 

62.72 

ooo 

0.00 

0.00 

S2.72 

0.28 

Kashmir 

41,35 

00.62 

209.05 

0.00 

0.00 

341.02 

1,17 

Group TotaJ&ftage 

301.65 

266-39 

444.73 

0.00 

0.00 

X01477 

3.47 










landlianwala Group 

223,20 

425 00 

16.05 

0,00 

0,00 

663.26 

2.29 


Othars 

AlNocr f 19.20 

0,00 746,27 

ia5.74 

0.00 

953.21 

3.26 

Faran 

132 .S3 

0.00 560.65 

185,55 

0.00 

87S.74 

3.01 

Mlrourkhas 

0.00 

0,00 | 555,20 

135.90 

o.oo 

741.19 

2,54 

Mahmn 

36.00 

04M 

46S.60 

134.72 

0.00 

739.32 

2.53 

Sha+iMurad 

77.50 

0.00 

414.44 

134.98 

0.00 

676,92 

2.32 

Shclhkda 

3D.00 

2D0.53 

372.51 



660.29 

2.20 

Al-Afcbas 

13.00 

0.00 

447.49 

135.37 

0.00 

646.35 

2.21 

Adam 

135 .SD 

276.63 

234. LD 

0.00 

0.00 

646.53 

2.21 

Sindh 

Abadgar 

117.67 

0.00 

265.67 

185.DO 

0.00 

569.33 

1,85 

Dar^a Khan 
(FECTOJ 

£07.63 

0.00 

4.23 

QrOO 

0.00 

511.91 

1.75 

Indus 

0.00 

□.00 

216.79 

0.00 

14E.32 

365. LI 

1.25 

Hucfa 

0.00 

16.13 

274,11 

0.00 

2.75 

292.99 

1.00 

Army 

Watfane 

10.00 

0.00 

94.46 

1E5.00 

O-OO 

739.46 

0.99 1 

All others 
(IB) Mills 

487.Ifi 

3S4.51 

1,121.70 

710.87 

168.84 

2,868.20 

0.61 

Gnoup Tatars 

1.616.56 

877,60 

5 H 773.?1 

2,193.62 

371.66 

10,839,54 

37,00 

Grand Total 

■1,587.52 | 3,142.84 

14,717.50 

4,309.12 

2,47001 

29,226.99 

100.00 


Source' Figures from State Bank af Pakistan and Sintfft Bank Umftedr 


258. During the subsidy scheme period from January 2015 to February 2020, 
as shown in the Table above, following are the major beneficiaries of 
the total subsidy of Rs. 29,226.99 Million. 

i. RYK Group, owning 04 sugar mills, is owned by Mr, Monis Elahi and Mr. 
Makhdum Omer Sheryar. They availed 14.19% of the total export 
subsidy amounting to Rs. 4,145.98 Million. 

ii. JDW Group, owning 06 sugar mills is owned and controlled by Mr. 
Jahangir Khan Tareen and Makhdum Syed Ahmad Mehmud. JDW Group 
availed 12.28% of the total export subsidy amounting to Rs. 3,590.34 
Million. 

lit. Hunza sugar mills availed 9.872of the total export subsidy amounting to 
Rs. 2,871.09 Million. Hunza sugar mills are owned by Muhammad 
Waheed Ch., Idrees Ch and Saeed Ch. 

iv. OMNI Group, owning 09 sugar mills is owned and controlled by 
Mr. Anwar Majeed. OMNI Group availed 7.95% of the total export 
subsidy amounting to Rs. 2,324.38 Million. 

v. Fatima sugar mills availed 7.89% of the total export subsidy amounting 
to Rs. 2,305.80 Million. Fatima Sugar mills is owned by Mr. Faisal Ahmad 
Mukhtar and family 
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vi. Al-Moi* Group, owning 05 sugar mills is owned and controlled by Mr. 
Shamim Ahmad Khan and Mr. Nouman Ahmad Khan. This Group availed 
5.02% of the total export subsidy amounting to Rs. 1,467.12 Million. 

vii. Sugar mills owned by Sharif family, availed 3.47% of the total export 
subsidy amounting to Rs. 1,041.77 Million. 

Conclusion on Export of Sugar: 

259. The export of any commodity is based upon its availability and surplus 
stock in the country and its competitiveness of its price in the 
international market. The sugar exports also require careful calculation 
of the stocks that are available, but in Pakistan where there is a total 
dependence on PSMA for calculating these stocks and strategic 
reserves, the situation remains very difficult for any government to 
decide with clarity about the exports. However, the governments tend 
to accept whatever figures are provided by the PSMA in making this 
decision. 

260. The PSMA, however, has its own interest in making a case for exports 
and, therefore, in portraying the stock position as is suited to its 
benefit. The Commission has clear evidence that the stocks position of 
the mills is, in reality, much different from that which is portrayed on 
paper. It is imperative that the government should have a proper 
system for verifying stocks. 

261. As far as the issue of subsidy is concerned, it has been amply clear from 
the analysis of the subsidy schemes that there is a clear pattern 
whereby PSMA applies pressure on the Government by threatening to 
not start the crushing season unless export with subsidy is allowed. 
Governments seem to be succumbing to these pressure tactics each 
year and hastily agreeing to allow export with subsidy, without proper 
calculations. 

262. There seems to be a dear pattern in the sugar export schemes of 2015, 
2016, and 2017 that initially, export of sugar was allowed without 
subsidy and subsequently, after a relatively shorter period of time, huge 
amounts from the public exchequer were allocated for subsidy. This 
dearly indicates the collusion, clout and political maneuvering of the 
sugar mill owners who are able to influence the decisions according to 
their wishes and desires irrespective of which political party is at the 
helm of affairs. 

263. In the recent past, there is a visible tendency apparent in the decision¬ 
making of the Federal Government which has shied away from the 
policy of subsidy to the sugar milts at the federal level. 

264. The Commission has worked out the cost of production of the sugar 
mills in TOR (e} and it is dear that the cost of production of sugar which 
is the basis of calculation of subsidy of sugar, is far lower than that 
portrayed by the PSMA and, therefore, in fact, sugar subsidy was never 
justified. 
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265- The subsidy, in any case, is not directed towards the growers and 

instead benefits the sugar mills and, therefore, the whole purpose of 
subsidy is defeated. 

266. Another interesting aspect of analysis on subsidy is that the sugar 

sector, with an average annual turnover of around Rs. 350 billion, 
received a subsidy of more than Rs. 29 billion from January 2015 to- 
date. During the 2013-14 to 2018-19, they paid direct taxes of Rs. 22.37 
billion; claiming a refund of Rs. 12.03 billion at the same time. Whereas 
the tax demand created by the FBR against the sugar industry is Rs. 
13.58 billion. In other words, the sugar industry's contribution to the 
national exchequer is In the negative due to the subsidy availed. Table 
below shows the amount of subsidy availed and the direct taxes paid by 
the sugar sector: 


Subsidy Received, Tan Paid and Refund Claimed by the Sugar Mills 

Group 

Name 

Sugar Mills 
Name 

Subsidy 
Received from 
(Jan 2015 to 
Feb 2020) 

Tex Paid 
(2013-14 to 
2018-19) 

Refund Claimed 
3S per Return 
(Company) 

R.Y.K. 

R.Y.K. 

1,419.99 

035 70 

767.15 

Alliance 

685.72 

335.55 

275.81 

Etihad 

679.17 

333.42 

195.21 

Two Star 
(Kamalia) 

1,361.10 

189.47 

69.33 

sw 

0,00 

31.60 

31,55 

Group Total 

4 r 145.9B 

1,725.74 

1,339.05 

J.D.W. 

J.D.W. 

3,022,86 

2,069.15 

1,120.07 

JK 

4.83 

01.75 

81.75 

AKT (Gulf) 

234.97 

154.71 

154.71 

D-charki 

267.68 

417.82 

48.30 

Group Total 

3,590.34 

2,723.43 

1,404.83 





Hun ig 

2,871.09 

696 

696 

Omni 

Group 

IARR 

191.73 

55.05 

42.06 

Anssn 

311,43 

113.35 

4.35 

Tan-do Allah 

Yar 

314,59 

109.00 

36,52 

Gawany 

295.29 

66.00 

21.00 1 

Naudaro 

253.71 

65.85 

18.73 1 

New Dadu 

321,05 

84.60 

17.77 

Chamfaa r 

305.29 

0.00 

0.00 

Khoski 

236.89 

81.39 

13.02 

Sakrand 

94.41 

73. S5 

26.27 

Tando M. 

Khan 

0.00 

0.00 

0.00 ! 
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Group Total 

2,324.38 

649.45 

180.20 







Fatima 

2305.52 

362.43 

103.22 

A|- 

Moiz 

Group 

Al-Morz 

563-63 

1,343.48 

1,294.79 

Baba Farid 

92. GO 

85.03 

30.84 

Thai 

industries 

810.84 

838,77 

434,01 

Safina 

o.oo 

0.00 

0.00 

Layyah 

0.00 

0.00 

0,00 

Group Total 

1,467.12 

2,332.27 

1,759.64 

Sharif 

Family 

Group 

Ramzan 

336.43 

316,25 

95.60 

thaudary 

206.60 

285.50 

59.17 

lttefaq 

48.00 

128.56 

47.45 

Chanar 

82,72 

220.01 

92.52 

Kashmir 

341.02 

169.47 

17 67 

Brothers 

0.00 

70.62 

33.75 

Haseeb 

Waqas 

0,00 

44.10 

40.97 

Al- Arabia 

0.00 

86.39 

77.84 

Group Total 

1,014.77 

1,320.90 

464.97 






Tandllanwala Group 

668.23 

991.43 

918,27 

Others 

AhMoor 

953.21 

582 87 

203.94 

Fa ran 

878.74 

316.66 

51.79 

Mirpurkhas 

741.13 

180.36 

177,98 

Mehran 

739.32 

431.63 

68.18 

Shah Murad 

676.52 

325.63 

131.12 

Sheihkao 

6GG.29 

506.64 

172.61 

Ah Abbas 

646.35 

441.27 

99.13 

Adam 

646.53 

157.93 

74.63 

Sindh 

Abadgar 

569.33 

144.55 

42 IS 

Darya Khan 
(FECTO) 

511.91 

102.28 

38.52 

Indus 

365,11 

467.97 

47.77 

Huda 

292.93 

114.06 

78,53 

Army 

Waffare 

289.46 

0.00 

□.00 

All others 
(16) Mills 

2,668.20 

4,371.21 

2,424.56 

IB Mills 

have not 

availed 

subsidy 

0.00 

2,705.81 

1,555.01 

Group Total & %age 

10,839.54 

11,54941 

5,166.39 

Grand Total | 29,226.39 

22,371.27 

12,032.76 


Source: Data provided by S8P & FBR 
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/. Basis for determination of retail price of sugar: 

267. !n theory, the retail price is determined using pricing models based on 

cost, competition or customers. Cost-based pricing sets the price based 
on sugar production and its operating costs. Prices that are set 

according to the other competitors in the market are competition- 
based. 

268. The retail price of sugar in the market should be set as depending 

mainly on the following factors: 

a. Ex-Mill price (TOR e) 

b. Commission of Brokers/Agent 

c. Transportation cost 

d. Profit Margin Wholesaler or broker 

e. Profit margin of retailer 

269. The following table below shows the movement of the retail price in 

comparison with ex-mill price over the last three years. Since, the 
commission of broker/agent is normally Rs. 0.08 per kg., wholesaler or 
broker charges Rs. 0.5 to 1.0 per kg. and the margin of the retailer 
ranges from Rs. 2-3 per kg. Hence, the base factor setting the retail 
price is ex-mill price. Therefore, when the ex-mill price changes, the 
retail price responds accordingly. The ex-mill price, as explained in TOR 
[e) r once calculated should not be influenced by any other market 


T;ible-3 Month wiac Avenge \r\ v-MlIL Wholesale JL Reinil Price uf Sugar H /kg 


[- 

Month 

FA-MHL Price* 

VVhcMn 4lr 
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factors. However, as shown in the table above, the ex-mill price in 
Pakistan is changed regularly by the mills. 

270. The PSMA claims that this change is necessitated by the market forces 
of demand and supply; a position which the Commission finds 
untenable as already explained in TOR (e} pertaining to Ex-Mill price and 
the TOR (g) pertaining to Forward Contract. 
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Findings: 

271. The margins of Brokers/agents, transportation charges and the margins 

of retailers are almost fixed, the change in the retails price Is dependent 
on the ex-mil! price. In Pakistan, the ex-mill price is changed without 
any justification in the name of demand and supply although, the ex¬ 
mill price once calculated should not be influenced by any other market 
factors. 

272. The retail price is manipulated through a nexus of the mill owners, 

brokers and investors who move the prices artificially by using forward 
contracts, "Satta" and hoarding etc. 

Recommendations: 

273. The ex-mill price should be calculated at the end of the production and 
should not vary after that till the next production cycle. The whole 
process has been fully explained in TOR (e). 

274. The actual basis of determination of retail price being the forward 

contracts, "Satta", hoarding etc., which have already been discussed 
and recommendations thereof have been made in the relevant TORs (e, 
f, g&j). 
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m. Role of various stakeholders including government institutions and 
private sector in increase in sugar prices, including 
timely/preventive/pre-emptive remedial measures to control sugar prices 
and malafide, if any, of any stakeholder: 

275, There are several government organizations and institutions that are 
responsible for playing their legal and regulatory role for timely, preventive, and 
preemptive remedial measures to control malpractices and undue hike in sugar 
prices. The roles and responsibilities of these government organizations and 
departments and their response during the current crisis are discussed in detail 
below. 

Cane Commissioner: 

Responsibilities: 

276, Cane Commissioners are appointed by the provincial governments to exercise 
and perform duties prescribed under the respective legislations e.g., the Sugar 
Factories Control Rules 1950. Major duties of cane commissioners include; 
ensuring timely payment to the farmers on or above the minimum support 
price, taking action on complaints by the growers, monitoring of daily sugarcane 
crushing by the mills, observance of crushing capacity of mills, maintenance of 
record, monitor and ensure the calibration of weigh machines on a regular basis 
and others. 

Observations / Findings 

277, During the Inquiry a large number of growers and representatives of the 
sugarcane growers / "Kisan M associations were interviewed, who raised many 
complaints against the sugar mills' managements. In addition, during the 
forensic audit, credible evidence was collected for payment less than the 
support price and illegal weight deductions by sugar mills. However, the data of 
complaints to the Cane Commissioner Punjab shows that the number of 
complaints lodged is very low. 

278, The Cane Commissioner, Punjab remained ineffective to monitor and check the 
daily crushing of sugarcane by the sugar mills. The sugar mills have enhanced 
their crushing capacity without approval from the authorities (relevant 
departments of Industries, Commerce, Investment & Skills Development} and 
have been crushing sugarcane beyond their approved ilmit but the Cane 
Commissioner Office was not effective in checking this illegality, 

279, No implementation or monitoring under the Sugar Factories Control Act 1950 
was seen The cane commissioners are depending on information provided / 
furnished by the sugar mills which puts into question the veracity of the entire 
sugar manufacturing and safes business data. The statistics pertaining to 
sugarcane cultivated, harvested and sold to the mills is highly unreliable. 
Similarly, the total production and cost of production of sugar is also 
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questionable since the Cane Commissioners did not collect the information that 
is prescribed under the law. 

280. The Cane Commissioners are based in Lahore, Hyderabad and Peshawar with 
limited resources and lack the capability to establish the writ of law. As far as 
the authenticity of mill laboratory with regard to the hourly check of sugar 
recovery is concerned, it is surprising to see that Cane Commissioner and 
provincial government completely rely on data generated by the mill’s 
laboratory. There is no reaf time monitoring mechanism. Only Punjab has a 
single mobile laboratory to check the recovery ratio which reportedly is non¬ 
functional, According to the law, the farmers must be paid a premium over and 
above the support price if they grow sugarcane of good quality with a high 
recovery ratio. Since, the Cane Commissioners do not have the capacity and the 
equipment to check the recovery ratio, there is no independent mechanism to 
check the recovery ratio which leads to inflated ex-mill and retail prices of sugar 
and the Government cannot protect the interests of the farmers and sugar 
consumers. 

Deputy Commissioners as ex-officio Additional Cane Commissioners 

Responsibilities: 

281. Deputy Commissioners are Ex-Officio Additional Cane Commissioners and are 
responsible for implementing the Sugar Factories Control Act 1950 mandated 
to: declare reserved area for sugarcane cultivation; appoint inspectors; maintain 
a register of sugarcane produced; issue permits; monitor the support price and 
issuance of CPRs to the farmers; monitor weigh machines / bridges; inspect 
godowns and confirm sugar stocks in godowns; and, check hoarding and 
profiteering of sugar under the Price Control and Prevention of Profiteering and 
Hoarding Act, 1977. 

282. District Sugarcane Purchase Monitoring and Examining Committees, for the 
protection of the rights of sugarcane growers and redressal of problems 
pertaining to weight and payments, are also established in the provinces. The 
Deputy Commissioner / Additional Cane Commissioner of the District is the 
Convener and the Assistant Commissioner concerned is the Secretary of the 
Committee along with four members of the committee including the District 
Officer, Industries Department, Prices, Weight and Measures. 

Observations / Findings: 

283. The Commission observed that implementation and monitoring, in true spirit, 
was not being done by the district cane commissioners as required under the 
Sugar Factories Control Act 1950, the Punjab/Sindh Registration of Godowns Act 
2014 and the Price Control & Prevention of Profiteering & Hoarding Act, 1977. 
The Department is depending on information provided / furnished by the Sugar 
Mills and the matters related to the sugarcane, sugar and pricing are not 
effectively and regularly monitored. 

284. The Deputy Commissioners (DCs) are duty bound to protect the interests of the 
farmers and ensure that the mills are not purchasing sugarcane below the 
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minimum support price. The Commission noted that the DCs, in the capacity of 
the Additional Cane Commissioner, in most of the cases did not issue, or 
implement, the duty roster to monitor the sugarcane purchases and address 
any excesses by the mills in an effective manner. There was no record of 
complaints submitted to the DC office by the growers regarding issues faced by 
them during the sugarcane procurement process. The growers' statements are 
also testament to this fact 

285. The Deputy Commissioner being the executive head of the district simply does 
not have the luxury of time and resources to closely monitor sugarcane 
procurement on a continuous basis. His human resource is mostly revenue 
officials who are engaged in daily 'firefighting', which leaves them little time to 
pay attention to this seasonal task. As far as hoarding and illegal profiteering 
aspect are concerned, it is pertinent to mention that the DCs and price 
enforcement magistrates, in fact, only try to curtail hoarding of sugar in private 
godowns and storage spaces through raids on such premises; however, the 
godowns of sugar mills are not monitored by them. This was confirmed by the 
major brokers and dealers in conversations with the forensic audit teams. This 
was a prime reason that brokers and customers have started hoarding / 
stocking their purchased sugar at sugar mill level (which the mills readily 
facilitate). 

28G. The District Sugarcane Purchase Monitoring and Examining Committee is 
responsible to ensure that the scales, weighbridges and weigh machines at the 
purchasing centers are tested twice a week but it was observed during the 
inquiry that the calibration of the machines was not being done while the lifting 
of sugar bags was in process. 

287. The owners/management of the sugar mills remained scot-free in procurement 
of sugarcane contrary to the provisions of Sugar Factories Control Act, 1950. 
They have established illegal depofts, loading points, check posts for purchase 
of sugarcane through unregistered contractors and even through their own 
employees. Illegal deductions in weights are made under the pretext of poor 
quality, non-variety and trash materials In sugarcane. The weighbridges neither 
were inspected regularly nor were surprise-checks instituted. The forensic audit 
teams collected credible evidence, which indicates that the mills purchased 
sugarcane from the farmers far below the minimum support price during 
previous years. In case of many sugar mills, the payment of sugarcane is not 
made within 15 days, as required by the law. Any significant action taken by 
these offices has not surfaced regarding irregularities and malpractices. 


Provincial Industries, Commerce and Investment Department (Previous Punjab 
Industry Department)- Government of Punjab: 

288. The Industries Department has a very important role whose duties are: 

a. Calibration of Weighing Bridges, Laboratory equipment & Scales on Bi¬ 
weekly basis. 
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b. Presence of officer / official of Industries Department in weighing area 
on a 24/7 basis. 

Observations / findings: 

289. No implementation and monitoring, in true spirit, was observed on ground. The 
Department is depending on information provided / furnished by the sugar 
mills. The District Officer Industries, Prices, Weights and Measures [DOIPWM) 
who is responsible to check calibration of weighbridges does not even have 
proper equipment to fulfil the task and is not bothered, 100 tons' weighbridges 
are being calibrated through 40 kg., counterweights which is absurd. The 
(DOIPWM) certifies the weighbridge without making any effort to calibrate the 
same, it has been observed that in most of the cases, the calibrations are not 
done and the farmers are mostly left at the mercy of the mill owners. 

290. Industry Department, Government of Punjab issued a notification on 06-12- 
2006, in exercise of the powers conferred upon it under section 11 read with 
section 3 of the Punjab Industries [Control on Establishment & Enlargement) 
Act, 1963 stating that "No new sugar mills shall be set up and no enlargement 
in capacity of the existing sugar Mills is allowed in the province." Many sugar 
mills enlarged/ enhanced their cane crushing capacity during last few years 
including M/s Hunza Sugar Mills and M/s JDW Sugar Mills in violation of 
applicable law. M/s Hunza Sugar Mills Unit-2, Jhang enlarged its cane crushing 
capacity from 6000 TCD to 10500 TCD before the start of crushing season 2019- 
20 and an additional enlargement of capacity up to 14000 TCD is under process. 
Hunza Sugar Mills enlarged crushing capacity in violation of above notification. 
This illegitimate and unauthorized act of Hunza Sugar Mills remained unnoticed 
by the industries Department. Similarly, JDW Sugar Mills Limited also enhanced 
its crushing capacity in violation of above notification. 

PESSI / Social Security Institution 

Responsibilities: 

291. Registration of Permanent, Daily-Wages, Retained & Seasonal employees and 
their monthly collection from Company. 

Observations / Findings: 

292. No implementation & monitoring, in true spirit, was observed on ground under 
PESSI Amendment Act, 2013 and Contribution Regulations, 1967. The 
Department is depending on information provided / furnished by the Sugar 
Mills. 

Federal Board of Revenue (FBR) 

Responsibilities: 

293. The FBR deputed its officials under the relevant provision 4GB of the Sales Tax 
Act, 1990 to monitor the affairs of sugar Mills related to the GST whose duties 
are to monitor production and sales on a 24/7 basis, in the premises of the 
Sugar Mills. FBR also scrutinizes monthly sales tax returns and purchase 
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declarations submitted by the mills; and prepare a comparison of the sales 
record of the mills with the FBR Data / Returns filed by the Company, 

234. Pakistan Customs Service is responsible for monitoring the export of sugar. 

Observations / Findings: 

295. During visits of the sugar Mills by the Inquiry Commission teams, it was 
observed that officials of FBR deputed in the sugar Mills were silent spectators. 
The FBR officials said that after the change in law in 2005, the powers of the 
Inspection and supervisory functions were curtailed and therefore, they simply 
rely on the data provided to them by the sugar mills management. It is 
interesting to note that the milts' managements had reported the same data on 
the same format to FBR through electronic medium on a daily basis to the 
concerned LTU/RTQ. The total production and total sales of the sugar mills is, 
therefore, misrepresented which means that 'off-the-books' activity goes 
unreported. Unaccounted for sales translate into tax losses of billions of rupees 
to the national exchequer. 

296. The Commission also observed that fake buyers and benamidars of sugar worth 
billions of rupees were reported to FBR by the mills' management in their 
monthly sales tax returns. FBR has started taking actions by issuing notices to 
the fake buyers but still a lot remains to be done. The Commission has also 
unearthed the fictitious benamidars sales and the recommendations have been 
made in section on benamidars for taking action against such transactions by 
the mills. FBR should initiate action to identify such brokers/dealers and 
investors and take action against them as per law. 

297. The capacity of the department to meet this challenge need to be reassessed 
and enhanced accordingly. 

Sugar Advisory Board 

Responsi biiities: 

298. The Sugar Advisory Board was notified in 2001 along with other Boards for the 
oversight of agricultural commodities. Sugar Advisory Board is the regulator of 
sugar industry and its mandate is to; identify issue pertaining to research and 
development of sugarcane, address issue faced by the farmers regarding sales, 
payment of sugarcane and premium on sugar recovery, matters dealing with 
the collection and utilization of cess funds, address liquidity and working capital 
problems of sugar industry, identify suitable regions and propose mechanism 
for promotion of sugar beet to substitute sugarcane and to asses stock of sugar 
and recommend to the government for import/export. 

Observations / Findings: 

299. The analysis of the minutes of SAB meetings show that it is predominantly 
occupied with one issue i.e. export of the sugar at the cost of all other 
responsibilities. The role of SAB has already been discussed in detail in TOR (k). 
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Ministry of Commerce and Ministry of Industries and Productions 

Responsibilities; 

300. The Ministry of Commerce primarily deals with the export of commodities like 
sugar and therefore comes into play whenever a decision related to the export 
of sugar is under consideration. The Mo l&P is mainly required to assess the 
cost of production of sugar so as to ascertain whether the subsidy if justified. 

Observations / Findings: 

301. The whole process of getting approval of export and subsidy is inter related and 
interconnected due to cross cutting issues of sugar export and calculation of 
cost of production for subsidy. The interplay of both these ministries and the 
SAB is required before any decision of subsidy can be made by the ECC. This, 
however leads to a very complex system of decision making which makes it very 
difficult for ascertaining the role played by the individuals when decisions like 
subsidy are taken. 

302. The issues that these ministries deal with regards to export and subsidy are the 
same every year but it seems that the decisions are made on ad-hoc basis and 
no effort is made to evolve systems and procedures can help make proper 
decisions. A case in point is the calculation of cost of production which is an 
almost annual requirement, yet no proper cost of production calculation 
mechanism was ever evolved and when under pressure, the cost of production 
is then asked to be calculated within 24 hours by the persons who are neither 
experts in the field nor have required actual data to perform this job. A review 
of how the decision-making of sugar export needs to be done. 

303. There is also confusion as to who is responsible to have the cost of production 
of sugar calculated; federal or provincial ministry of industries department. To 
check the rise in the price of sugar for the domestic consumers have always 
been the priority of every government. But whenever, the government wants to 
confront the PSMA on increase in prices, they are on weaker footing as they do 
not have the actual cost of production of sugar. This confusion leaves ample 
space for the players of the sugar sector to manipulate the prices and to hide 
behind the exaggerated cost of production. 

Banking Institutions and State Bank of Pakistan 

Responsibilities: 

304 The Banking Institutions are responsible to conduct proper due diligence of 
sugar mills before extending them loan facilities under the State Bank of 
Pakistan (SBP] Prudential Regulations (PRs). Similarly, banks are responsible for 
monitoring the transactions in the deposit accounts of their customers and 
report any suspicious activity to the Financial Monitoring Unit (FMU). SBP is 
responsible for monitoring the affairs of the banking institutions and take the 
regulatory steps to control any violations by the banking institutions. 

305. SBP is also responsible for the implementation of export schemes, including 
quota allocation and distribution of subsidy. 
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Observations / Findings: 

306, The sale/ purchase of sugarcane and sugar activities are managed through bank 
accounts of sugar mills, their brokers, agents, dealers and other persons from 
their own accounts and accounts opened in the name of their employees and 
other associated persons. In addition, very large cash transactions were 
observed in the accounts of sugar mills and their brokers/ dealers. The banking 
institutions could not monitor such unusual accounts and transactions therein 
and take appropriate corrective actions under the KYC (know-your-customer) 
and AML/CFT regulations. 

307, The audit teams found evidence in various sugar mills that pledged stocks were 
misappropriated or remained short of minimum required level. In various cases, 
pledged stocks were sold through forward contracts against full or partial 
advance payment but such advance payments were not adjusted against the 
loans from relevant banks. The banking Institutions couid not devise an 
effective monitoring mechanism to ensure that sugar mills do not sell pledged 
stock without proper approval from banking institution. 

308, In case of Ai Arabia Sugar Mills, the pledged stock was misappropriated by the 
mill's management; however, no immediate action was taken by the bank as 
per law. Upon instructions from the Commission, the bank has reported that it 
has written for registration of FIR against the mill. 

309, Almost all the sugar mills have availed huge loan facilities from various banks 
and the default ratio of loans in sugar industry is almost double than the 
country average. Hence, the banking institutions couid not safeguard the 
interests of their depositors and shareholders while lending to the sugar 
industry. 

310, S0P has not defined any regulatory limit for debt-to-equity ratio for banks. 
Resultantly, the banks have provided huge loans to the sugar sector which in 
some cases are more than 80% of the equity of sugar mills. Since, the financial 
cost on such loans is directly included in the cost of production by the sugar 
mills and becomes part of sugar prices, these loans also contribute in increased 
ex-mill and retail prices of sugar 

Role of Securities and Exchange Commission of Pakistan (SECP) 

Responsibilities: 

311, The SECP has investigative and enforcement powers. Its mandate is the 
regulation of the corporate sector and capital market; supervision and 
regulation of insurance companies, non-banking finance companies and private 
pensions schemes and oversight of various external service providers to the 
corporate and financial sectors, including chartered accountants, credit rating 
agencies, corporate secretaries, brokers, surveyors etc, 

312, SECP is responsible to ensure that all companies registered with SECP comply 
with the applicable provisions of the Companies Act, 2017 (previously 
Companies Ordinance, 1984), Beside this, the SECP also has powers to take suo 
rnoto notice and action on the deviations from the International Financial 
Reporting Standards and International Standards on Auditing, 

313, The designated Departments of SECP namely; Corporate Supervision 
Department (CSD) and Corporatization & Compliance Department (CCD) 
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determine and take cognizance of any noncompliance of the applicable 
provisions of the Companies Act, 2017 regarding financial statements of the 
incorporated companies that include conducting inspections and investigations. 

314. It is also responsible for the performance of regulating and facilitating healthy 
growth of the corporate sector (private and public), and to promote good 
corporate governance for development of efficient management and prudent 
financial practices. 

315. SECP is responsible for monitoring the affairs of sugar mills, their acquisitions, 
accounting practices, disclosures and inter-company transactions. SECP is 
mandated and responsible to examine, inspect and investigate the books of 
accounts and periodic financial statements of all registered companies. 

Observations / Findings: 

316. The record sought from SECP revealed that the books of accounts and financial 
statements of the Mitls were not reviewed, checked, examined, inspected, or 
investigated by the SECP, which is a serious negligence on part of the Corporate 
Supervision Department and Corporatization & Compliance Department of 
SECP. 

317. Despite the fact, that the price hike of sugar has been a nationwide concern 
since 2019, the SECP did not initiate any regulatory and enforcement action that 
could have saved the general public from continuous profiteering by ail the 
Sugar Mills (Private and Public). 

318. While conducting the forensic audit, the Sugar inquiry Commission 
corresponded with SECP seeking information regarding inspection, investigation 
and regulatory actions taken by SECP on any non-compliances in the financial 
statements on the following six companies incorporated with SECP 

1) Alliance Sugar Mills Private Limited 

2) Al Arabia Sugar Mills Limited 

3) Al Moiz industries Limited 

4) Hamza Sugar Mills Limited 

5) Hunza Sugar Mills Private Limited 

6) JDW Sugar Mills Limited 

319. The SECP provided the details of actions taken that were found to be 
insignificant or inconsequential: 

i. A! Arabia Sugar Mills Limited regarding non-maintenance of company's 
website and non-filing of statement of beneficial ownership by the 
company, 

ii. JDW Sugar Mills Limited regarding non-placement of Urdu language 
version of company's website, 

iii. Internal Note - Authorized Officer disagreeing to proceed with an order 
for no further action - JDW Sugar Mills Limited regarding misstatement, 
falsification, forgery, fraud, deception etc . 

iv. Internal Note- Authorized Officer disagreeing to proceed - JDW Sugar 
Mills Limited regarding investment in associated companies & 
undertakings (Faruki Pulp Mills) 

320. The record provided by the SECP reveals that Mr, Abid Hussain, Executive 
Director (CSD) after unusually delaying It for over 7 months, without any further 
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analysis or legal basis dosed this case of misstatement and omission of material 
information by Companies (JDW & FPML) related to a Politically Exposed 
Person. He had cited "the Auditor of JDW Sugar Mills Limited issued 
unqualified report in this regard and the company charged the impairment in 
2016. In view of above, ARN is returned with no further action". 

321. Besides the aforementioned, SECP reported to have taken no regulatory action 
on any of these six sugar companies during 2016-2017,2018-2018 & 2018-2019. 
Thus, it is evident that the SECP did not initiate or take any action invoking any 
of the provisions of the applicable laws including afore-stated key provisions of 
laws. 

322. The aforementioned responses received from the SECP and analysis done in this 
regard revealed that Corporate Supervision Department (CSD) and 
Corporatization 8i Compliance Department (CCD) of SECP completely failed to 
discharge its legal obligations and duties during the time of sugar crises during 
2019. These departments of SECP failed to initiate any action to determine if 
the sugar companies were showing true and fair financial statements or not. 

323. Auditors have been seen to be ignoring; 

i. obtaining appropriate assurance that financial reports are free of 
material misstatement, 

ii. ensuring accounting treatments are accurately applied, and 

iii. addressing any deficiencies detected so that investors and other 
users of financial reports are not misled with regard to the 
quality of the information they contain, 

324. The specific violations of the companies and their complete obliviousness of the 
issues by the auditors are highlighted in each section of the company financial 
analysis that follows. 

Recommendations: 

325. Cost accounts should be compulsorily maintained by the companies and 
amendment in the law should be made. This has been discussed in detail in 
TOR (e) l.e. Determination of Ex-Mill Price. 

326. SECP should get the off-site and on-site inspection and audits conducted as per 
regulation, 

327. SECP should improve its regulatory and supervisory control over the auditors to 
ensure that audits are carried out in a proper way, 

328. Regulatory action on financial statements of sugar sector should be taken. 

Role of Competition Commission of Pakistan (CCP) 

329. The responsibilities and role of the Competition Commission of Pakistan have 
been discussed in detail in TOR (p). 
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n. verification of the sale of sugar to find out malpractices of hoarding 
and manipulation of supply to the market to maximize profiteering: 

330. The components of this TOR regarding malpractices of hoarding and 
manipulation of supply have already been discussed In the TORs (f) and 
(j} f respectively, 
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o. Physical verification of stock to find whether there is any 
excess/shortage of stock as shown in the book and verification of the 
genuineness of the sales record : 

331. The Audit Teams started their work just after the end of the production 
season when the sugar mills have the highest level of stocks available in 
their inventory. However, the teams found the discrepancy in the stocks 
shown in the books vis-S-vis pledged with the banks. 

Shortage of Sugar Pledged Stock: 

332. During the audit of Ai-Arabia Sugar Mill, the sugar stock pledged with 
the banks was checked on March 21, 2020 and a total of 139,098 bags 
were stored in the godowns. The mill management provided the 
information concerning pledged sugar bags as under: 


Name of Bank 

Name of Muqaddam Co. 

Pledged Stock {Sugar Bags) 

Total 

National Bank of Pakistan (NBP) 

Tariq Sardar 

48 r 504 

66384 

National Bank of Pakistan (NBP] 

Al-Manta Enterprises 

17 r 3SG 

Faysal Bank 

1 Atlantic Surveyors 

222,890 

222,890 

Bank of Punjab 

Tristar International 

329 

329 

Grand Total 

289,603 


333. Keeping in view the above, stock position analysis in the light of the 
information provided by the bank as well as Muqaddam and physical 
stock lying in the godowns of the mill is as under: 

Total pledged stock 289,603 

Total Sugar Stock in Store 139,098* 


ii. *Expired Sugar bags: 
v. Availa ble Stock for Banks 
/. Missing Pledged Stock 


31,087 
108,011 
181,592 (bags) 


334. The above analysis shows that At-Arabia sugar mill has sold the pledged 
stock. The management of the mill was confronted with the evidence 
but they did not have any plausible explanation. The matter was 
referred to State Bank of Pakistan with request to get a joint inspection, 
of the three banks involved, conducted and take further legal action 
accordingly. 

335. As per response received from SBP, a special joint inspection of the 
pledged stocks was carried out by relevant banks on May 07, 2020 and 
stock was found to be significantly short by 177,890 bags. All this 
shortage pertained to Faysal Bank Limited. As reported by SBP and 
Faysal Bank Limited an application bearing No. SHPS-5/9/2020-577 was 
filed for registration of FIR with relevant Police Station on 09-05-2020 
for theft and misappropriation of pledged stocks. After this application, 
the customer approached the bank and is discussing an early and 
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expeditious settlement plan of entire principal together with the 
markup, 

336. The quarterly joint inspection stock of Alliance Sugar Mills pledged 
report as per SBP PH-5 as on March 13, 2020 reflects 2.7 million bags of 
finished stock was short by 572,264 bags which was pledged by the 
Company, The financial impact [only cost) of said difference is 
approximately Rs. 1,868,441,960 at the rate of Rs, 65.30 per kg of sugar. 
The said pledged stock is alleged to be sold by the Company, However, 
when the audit team confronted mill's management about shortage of 
stock, the outstanding limits of relevant banks were adjusted by the mill 
till April 22, 2020 and shortfall was reported to have been made good. 

337. The teams working on JDW Sugar Mil. have also found instances that 
during the period from September 01, 2018 till March 2020, stocks 
pledged with various financial institutions to secure financing were sold 
and lifted. For Unit - ill, the team found 191 Instances or number of 
days when available stock in the godowns was less than the pledged 
stock, showing that pledged stock was sold and lifted from the mill's 
godowns. The explanation of the management of the mills was not 
found plausible. The details of some of the major instances where the 
available stock of JDW III was less than the pledged stocks are given in 
the table below. 


Table 28 


Date 

Total Opening 
Balance {Bags) 

W 

Lifted 

(Bags) 

<b) 

Closing Balance 
(Bags) 
c = a -b 

Total Pledged 
Stock 
(Bags) 

(d) 

Shortage in Pledged 
Stock (Bags) 
(c~d) 

28/11/2019 

501,650 

33,820 

467,860 

900,044 

[432,164) 

24/11/2019 

594J 00 

19,760 

574,340 

1,041,238 

(466.898) 

23/11/2019 

620,920 

26,520 

594,100 

1,041,238 

(447,138) 

20/11/2019 

796,040 

61,540 

734,500 

1,190,058 

(455,558) 

18/11/2019 

928/940 

62,160 

566,780 

1,326,876 

(460,098) 

21/11/2018 

1,219,230 

5,280 

1,213,950 

1,383,964 

(170,014) 

26/09/2018 

1,672,790 

8,040 

1,664,750 

i r S73,G87 

(208,937) 

06/09/2018 

1,747,610 

5,760 

1,741,850 

1,959,460 

(217,610) 


Source: Data collected from the JDW Sugar Mills 


Findings: 

338. From the findings of the audit of the selected mills, it transpired that 
sugar mills are involved in practice of selling the pledged stocks without 
seeking approval from relevant banks. All the sugar mills mentioned 
above, sold the pledged stocks without getting it released from the 
relevant banks or adjusting the advance payments received against such 
sales, 

339. There is evidence that forward sale contracts were also made against 
some of the pledged stock and full or partial payment was also received 
against such forward contracts. The Commission has already highlighted 
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the use of forward contracts in market manipulation and artificial price 
hike in TOR (g). 

340. The non-reiease of pledged stock also meant continuation of financial 

liability and therefore added to the financial expense that the sugar 
mills charge to the cost of production. 

341. Almost all the sugar mills were in practice of procuring loans from 
financial institutions against pledge of sugar stock. In a number of cases, 
such pledge Joans are continuous in nature and are hardly adjusted/ 
cleaned up at the end of season. Such practice provides opportunity to 
the mills to manipulate the market prices through forward sales and 
hoarding, 

342. As established even the pledged stocks, which is supposed to be well 

monitored by the banks' Muqaddams, have been found to be short. 
Therefore, the reliance on PSMA data for ascertaining the stock position 
of sugar in the country and for determining the "Strategic Reserves" is 
totally unreliable. 

Recommendations; 

343. Federal Government may advise all banks to conduct special joint 

inspections of their pledged sugar stocks and take necessary legal 
actions in case of any shortfall. 

344. There should be clear legal or regulatory instructions to adjust the 

pledged financing limit against sugar, at least 30 days before the start of 
new crushing season. This will not only help in minimizing the misuse of 
pledge financing but will also discourage hoarding and other 

malpractices. 

345. It should be mandatory for mills to immediately repay to the banks against 
pledge financing, the advance payments received against forward sale 
contracts. 
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p. Role of The Competition Commission of Pakistan In This Crisis 

346. The Competition Commission of Pakistan (CCP), governed by the Competition 
Act, 2010, is mandated to exercise its "legal and investigative instruments and 
powers to engender free competition in all spheres of commercial and 
economic activity, enhance economic efficiency, and to protect consumers from 
anti-competitive behavior." 

347. In the period January, 2019 to December, 2019 Pakistan witnessed a steep price 
hike in sugar being sold in the consumer market. In order to assess whether 
measures were taken by the CCP to address the issue, CCP Chairperson, and 
other officers appeared before the Commission on March 30, 2020. The 
Commission questioned the CCP team with regard to the functions, powers and 
mandate as well as the steps taken by the CCP in the crisis. The Commission 
also analyzed the documents and based its findings on the following: 

Powers, Functions and Mandate of CCP 

348. The Competition Act, 2010 and allied rules and regulations mandate the CCP "to 
ensure free competition in all spheres of commercial and economic activity, 
enhance economic efficiency, and to protect consumers from anti-competitive 
behavior by all undertakings in Pakistan regardless of their public or private 
ownership", CCP's mandate specific to taking cognizance for cartelization 
(prohibited agreements}, abuse of dominance and anti-competitive market 
practices under the Competition Act, 2010, is to take enforcement action by 
calling information, conducting inquiries, entering and searching premises, 
exercising forcible entry, calling witnesses with record and evidences, issuing 
show cause notices, passing interim or/and final orders and imposing penalties. 

Past Actions & Reports pertaining to the sugar industry by CCP 

349. The dilemma in the sugar industry regarding sugar prices is not a recent 
phenomenon. Record shows that, in the past, the CCP has taken cognizance 
and/or has been involved on various occasions to critically analyze the dynamics 
of the industry, 

350. The CCP's actions in the past started way back in 2009 when a Policy Note was 
issued regarding the 'Price Fixing Agreement' between the All Pakistan Sugar 
Mills Association (APSMA) and the Ministry of Industries & Production on behalf 
of the Government fixing the ex-mill rate of sugar due to the threat of sugar 
mills to cease sugarcane crushing- The CCP recommended to the Government to 
terminate the Agreement on the grounds of encouraging collusive behavior. 

351. The Honorable Supreme Court vide its Order dated 2-10-2009, appointed a one- 
man Commission to determine the cost of production of sugar and profit 
margins in the sugar sector. The Report of the Commission dated 15-10-2009 
submitted to the Honorable Supreme Court concluded that "...a meaningful and 
reasonable recognition of approximate costs of production are almost 
impossible." 

352. The CCP took suo moto cognizance of the issue in 2009 and conducted a search 
and inspection of the PSMA offices in the country to determine violation of the 
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Competition Ordinance, 2007 (the Ordinance}. The Inquirv Report of the 
inspection dated October 21, 2009 concluded that there was "extensive 
institutionalization of collusive behavior in the refined sugar industry...the sugar 
mills, rather than competing in the open market prefer a closed and protected 
market which is managed coHusively and collectively by PSMA, PSMA apart 
from being in breach of its mandate appears to be acting in violation of Section 
4(1) of the Ordnance by acting as a front runner for a cartel in the sugar 
industry." 

353. The inspection report was quite categorical and put direct blame on the PSMA 
for manipulation and cartelization. Consequently, the CCP initiated legal 
proceedings against the PSMA by issuing a show cause notice dated October 23, 
2009 under Section 30 of the Ordinance for collusive behavior and price fixing. 
PSMA and the member sugar mills obtained a restraining order from the Sindh 
High Court which is pending. Proceedings of the hearings and judgment (if any) 
in the matter is not on record. 

354. In June, 2019 the Ministry of Industries & Production requested the CCP for 
validation of cost audit figures for the crushing season 2016*17. The cost audit 
concluded in October, 2019 and approved by the CCP in November, 2019. 
Financial and costing information of 65 sugar mills was reviewed. It is pertinent 
to mention that, information collected by the CCP was based on the financial 
information and documents provided by the sugar mills and did not conduct a 
thorough and independent investigation that could have ascertained the actual 
cost of production. The study concluded that the estimated cost of production 
of sugar is Fts. 51.93/kg against the cost of Rs. 52.46 per kg as calculated by the 
Mo l&P. 

Findings 

355. The issues prevailing in the sugar industry have been contended since 2009 and 
are not an unfamiliar matter. The CCP had ample prior instances that provided 
the queue for taking preemptive actions. 

356. The last action of the CCP in respect of sugar mills was in 2009. During the price 
hike of sugar in 2019, no intervention was made by the CCP to address the 
abuse of market dominance, and/or anti-competitive marketing practices 
despite extensive powers conferred under the Competition Act, 2010 

Recommendation: 

357. The CCP has major responsibility to ensure that there is no cartelization, abuse 
of dominant position and anti-competitive practices in the sugar industry. It is 
imperative that the CCP actively discharge its responsibility. 
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q. Benami Transactions and Profits (Approximately) Earned During the 
Sugar Crisis 

introduction 

358. Benami Transactions (Prohibition) Act, 2017 (hereinafter referred as BTPA, 
2017) imposes prohibition for entering in to benami transactions and holding 
property In benami, restricts right to recover or transfer property held benami 
and provides mechanism and procedure for confiscation of property held 
benami, and matters connected therewith or incidental thereof. Benami 
transactions are dealt with under the provisions of BTPA, 2017 and any violation 
therefrom warrants cognizance by the statutory authorities as 
designated/appointed under the said law. Inquiry Commission has conducted 
this inquiry keeping in view the provisions of BTPA, 2017. The objective, key 
definitions and important provisions as stipulated in the BTPA, 2017 are made 
part of this report as Annex-A. 

Overview of Sugar industry w.r.t. Benami Practice 

359, This section deals with business practices of the industry, quantum of sales 
transactions conducted during October, 2017 to February, 2020 and 
methodology adopted for inquiry / forensic audit with reference to identifying 
benami transactions. 

Business practice 

360. The standard business practice in the sugar industry is that sugar is sold by the 
mill, mostly through designated brokers or agents, to dealers, wholesalers and 
retailers Sale of sugar is affected either through "on-spot sates" or through 
"forward contracts”. In either of the aforementioned case, the delivery of sugar 
is affected after receipt of payment through issuance of delivery orders (D.Os,). 
These delivery orders are issued to either concerned brokers directly or to the 
relevant goods transport companies for lifting of the given quantity of sugar. 
The sale is booked/recorded in the sales record of the sugar mill, sometimes in 
original names but mostly in the names of henamidars. The sales recorded to 
be made to registered persons in sales tax seems to be containing true 
particulars. However, sales recorded in the names of unregistered persons in 
the sales tax are mostly benami sales. The payment against sale of sugar is 
received into the given bank accounts of sugar mill either through cash deposits 
or through cheque or online transfers etc. from brokers/agents or end 
purchasers/business customers in the supply chain. The sale of sugar is 
considered as final when the sugar is actually lifted from the godowns of the 
mill against the delivery order issued in this regard. Sometimes the sugar is 
lifted in parts / piecemeal against a single delivery order. 

361, It is pertinent to mention here that these delivery orders are also sold in market 
as a mode of sale of sugar, from one hand to another, and sometimes a single 
delivery order is sold to several persons before sugar is lifted from the godowns 
of the mill. Similarly, these delivery orders are also used by the brokers / dealers 
etc. for settlement of their financial transactions amongst themselves. The 
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investors (brokers are also sometimes the investors) also buy these delivery 
orders from the brokers or from the market for investment purposes and sell 
these delivery orders in the market, when the price of sugar is increased in the 
market. Such investments are not channeled and do not come under the tax net 
and are, reportedly, made from untaxed money. Such paper transactions results 
in creating artificial demand of sugar which ultimately results in price hike. This 
phenomenon has been explained in detail in TORs (g) and (f) 

Process of benami sale transactions 

362. The process of benami sale transactions adopted by the sugar mills is illustrated 
through the following flow diagram: 
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Sales transactions 

From October, 2017 to February, 2020. 

363. Most of the sale transactions are conducted in the names of persons who are 
unregistered in sales tax. Largely the particulars tike CNIC numbers and 
addresses of such unregistered persons are not maintained or made available to 
the tax authorities by the sugar Mills. Benami sales transactions are mostly 
conducted In the garb of such unregistered persons. The enormity of sales 
transactions declared and unregistered person involved can be ascertained 
from the following data declared to FBR during October, 2017 to February, 2020 
by six (6) sugar milts under forensic audit: 
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3. 

No 

Name of Sugar Mills 

Total Unregistered 
Buyers 

WTTJ 

Holders 

CNIC 

Holders 

Buyers without 
NTN & CNIC 

1 

JOW Sugar Mills {Unit-1, 

II & 111] 

3,680 

302 

3,352 

26 

2 

Ai-Moiz Industries/ 

Mills (Unit-1 &II) 

1,418 

186 

1,218 

14 

3 

Alliance Sugar Mills 

1,986 

59 

1,927 

0 

4 

Al-Arabia Sugar Mills 

1,284 

3 

149 

1,127 

5 

Hamza Sugar Mills 

21,250 

1,065 

2,154 

18,031 

6 

Hunza Sugar Mills 

911 

75 

S3 5 

1 



30,529 

1,695 

9,635 

19,199 


Source: Safes Tax Return Declaration to FBR by the Sugar Mitts 


364. The quantum of sales transactions booked/invoiced to unregistered person by 
06 sugar mills under forensic audit amounts to Rs. 150,217,451,253, which is 
72% of total sales value during the aforementioned period. The details are as 
under: 


5-N 

a 

Name of Sugar 
Mills 

Sales Value [exclusive of S.T| In R& r 


Sales Tax 

Registered 

Buyers 

Sales Tax Unregistered Buyers 

Total Sale Value 

NTM Haider 

Buyers 

CNIC Haider 

Buyers 

Without NTN & 
CNIC (Names of 
Buyers only) 

1 

JDW Sugar Milk 
(3 Units) 

28,135,636,368 

1,240,665,049 

22.748.209.792 

47,754,370,445 

99,918,881,654 

2 

Al-Moiz Sugar 
Milk (2Units) 

IS,966,BOB, 253 

2,273,356,923 

10,623,584,112 

2,689,280,037 

34,553,029,325 

3 

Hunza Sugar 

Mills 

1,634.247.799 

227.972,065 

3,933.643,584 

1,030,720,000 

6,876^553,448 

4 

Hamza Sugar 

Milk 

6,045,359,591 

3,649,426,179 

2,158,044.600 

29,985,101,856 

41,837,932,226 

5 

Al-Arabla Sugar 
Mills 

616.355,266 

38,716,257 

363,440,342 

5,403,299,293 

6,921,811,158 

6 

Alliance Sugar 
Mills 

1,910,169.838 

378,517,648 

15,129,103,070 


17,417,510,556 


Totals 

57,308.597,115 

7.808.654.121 

55.436.025,500 

36,952,771,631 

Total 

Sales:207,526,048, 

367 

total sales to registered buyers = Rs, 
57.308,597,113 

Total sales to unregistered buyers = R s. 

15Qj217,451j253 


Source: Sates Tax Return Declaration to P&R by the Sugar Miffs 


365. Out of total sales booked/invoiced of Rs. 723,491,913,194 by all the sixty six 
{66) sugar Mills in the country, the quantum of sale transactions/sales 
booked/invoiced to unregistered persons/buyers during the period from 
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October, 2017 to February, 2020 comes to Rs.517,272,368,222 (71 % of total 
sales value), as per FBR's data, the detail of which are as under: 


Details of Buyers 

No. of 

Transactions 

No. of Entities 

Sale Value in Rs. 

(exclusive of tax) 

Percentage 

Sales Tax Registered 

2,609 

1,169 

206,219,544,971 

29% 

NTN Holders / Income Tax 

5,032 

3,519 

28,644,145,040 

4% 

CNlCs Hofder/Provided 

34 r B59 

24,837 

125,280,234,956 

17% 

No CNICs Provided / Only 
names of buyers provided 

34,550 

34,550 

363,347,988,215 

50% 

Total Buyers 

77,050 

64,075 

723,491,913,194 

100% 


Source; Sales Tax Return Declaration to FBR by the Sugar Mills 


From October, 2019 to February, 2020 {Current Five Months) 

366. The Commission studied the pattern of declaration of sales by the six sugar mills 
under forensics audit after October, 2019 i.e. after the issuance of Sales Tax 
General Order (STGO) bearing No. 10G dated 04.10.2019 whereby all registered 
persons have specifically been asked to declare CNIC/NTN of the buyer in good 
faith. The analysis of sales transactions for October, 2019 to February, 2020, as 
represented in the tables betow, depicts that same pattern of booking sales 
transactions to unregistered buyers is continuing in the current period as well. 
The details are as shown beiow: 


s# 

Name of Sugar Mill 

Total Declared 
Unregistered 
Buyers 

NTN Holders 

Without NT1M 

but CNIC 
Holders 

1 

JDW Sugar Mills 

2944 

286 

2658 

2 

Al-Moiz Industries 

181 

70 

111 

3 

Alliance Sugar Mills 

419 

33 

386 

4 

At-Arabia Sugar Mills 

150 

3 

142 

5 

Hamza Sugar Mills 

2607 

73 7 

1850 

6 

Hunza Sugar Mills 

292 

35 

257 


Source: Sales Tax Return Declaration to FBR by the Sugar Mills 


367. During this brief period of five months, suspected benami transaction of fts.20.5 
Billion have been detected in case of six Mills under forensic audit, these 
transactions are made in the name of persons who don’t have any tax record. 
Following is a picture of "buyer's category wise" sales declared by the entire 
suga r ind ustry d u ring the aforementioned five months period: 


5tf 

Name of Sugar 
Milt 

ST Registered Buyers 
(sales) 

NTN Holders 
{sales) 

Without NTN but 
CNIC Holders 
(sales} 

Total Sales 
(Rs.) 

i 

JPW Sugar Mills 

6,594,917,322 

1,065,632,910 

13,015,333,803 

22 F 675,904 r G34 

2 

Al-Moiz 

Industries 

3 r 454,959 r G68 

464,691,124 

869,669,794 

4,789 r 320,546 

3 

Alliance Sugar 
Mills 

494,446,561 

168,993,757 

1,505,106,000 

2,168,546,318 
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4 

Al-Arabia Sugar 
Mills 

62,989,215 

38,716,257 

793,633,730 

895,339,202 

5 

(Hamza Sugar 

Mills 

1,634,802,313 

1,141,626,954 

1,480,043,400 

4,256,552,667 

6 

Hutizs Sugar 

Mills 

452,360,562 

00,946,997 

074,647,694 

1,407,955,253 


Total 

12,694,555,640 

2,960,607,999 

20,538,454,381* 

36,193,618,021 


Source: Safes Tox Return Declaration to FBR by the Sugar Mills 


368. The table below shows that the entire sugar industry declared total sales of 
approximately Rs. 124 billion; out of this Rs, 43 billion were sold to the 
registered persons. If the sales made to Income Tax registered persons worth 
Rs, 14 billion is taken out, then the rest of Rs. 53 billion sale have been made to 
un-registered persons who are suspected benamidars. 


Detail of Buyer 

No. of Transactions 

No. of Entities 

Sales Value (Rs.) 

ST Registered 

721 

1254 

43,325,983,065 

IT Registered 

2766 

3746 

13,963,041,611 

CMC Holders 

16672 

22250 

66,018,811,843 

NO CNIC/NTN 

22 

22 

1,072,257,469 

Tata! Buyers 

20181 

27272 

124,380,693,988 


Source ; Sales Tax Return Declaration to FBR by the Sugar Mills 

Methodology adopted to unearth benami transactions 

369. Sales transactions can qualify as benami transactions under the BTPA, 2017, If 
either of the conditions is fulfilled viz. 

i. the person in whose name invoice is issued / booked is a fictitious 
person, or 

ii. the person in whose name invoice is issued / booked is not aware of, or 
denies knowledge of, such purchase, or 

iri. where alleged benamtdar is in collusive arrangement with the beneficial 
owner (like in cases of employees, relatives etc.) and he/she tries to own 
that benami transaction but evidence retrieved in investigation establish 
that Invoice is issued [sale is booked) in the name of one person whereas 
consideration against such purchase has been provided/paid by some 
other person who has taken the benefit from sale of such sugar later on, 
or 

iv. where the person providing the consideration against benami property 
is not traceable or fictitious. 

370. In order to identify benami transactions, the investigations were first conducted 
regarding person in whose name sale is booked/re corded/in voiced to identify 
whether he/she is benamidar or otherwise, The forensic audit of the six sugar 
Mills to unearth benami transactions has been conducted in the following 
manner: 

i, Alleged buyers of sugar have been identified from sales record of the 
respective sugar mill and their sales tax returns, 

ii. Matching of particulars of buyers declared to FBR with particulars as 
maintained in sales registers/record of the Sugar Mills has been done to 
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identify any difference/variance, in case of any such variance, the 
transactions become suspicious/suspected to be benami. 
in. Recording of Statements, and physical verification, of alleged 
unregistered buyers and their business places, on sample basis, have 
been recorded to gauge their genuineness and to identify extent of 
benamidars therein. 

iv. Brokers and agents have been investigated, along with their record, to 
verify their genuineness and to probe the money trail of payments made 
through them to identify beneficial owners in benami transactions in 
sugar industry. 

v. Payment receipt record of sugar Mills have been examined to identify 
actual buyers/ beneficial owners, if any, 

vi. Record of Goods Transport Companies has been examined, on sample 
basis, to verify genuineness of sale transactions and to identify actual 
buyers / beneficial owners, if any. 

Benami Transactions by Sugar Mills under Forensic Audit 

371, This section contains the gist of practice of benami transactions conducted by 
the sugar Mills, under forensic audit. 

Benami Sales of 1DW Sugar Mills (Unit I, II & III) 

372, Approximately 71% of total sales, from October, 2017 to February, 2020, have 
been declared to be made to unregistered buyers. A comparison of particulars 
of the buyers as appearing in sale data of the Company with the declared 
buyers as appearing in Annexure-C of the sale tax returns of the Company was 
made. It was found that, during the period October 2019 - January 2020, both 
data do not match with each other. This aspect of maintaining different records 
for the same transactions, alone, makes all such transactions suspected to be 
benami. 

373, Analysis of the sales data (REPORT NO. SALES-102 - Consolidated Sugar Sales 
Statement) of Unit-I I of the Company for the year 2019-2020 transpired that 
during the period November 27, 2019 and March 17, 2020, Unit II has sold a 
total of 1,741,880 bags (50 Kgs) of sugar aggregating to Rs. 5,831,171,000. it has 
been observed that for every sale transaction, a Delivery Order (DO) is issued to 
one person and another person is recorded as a dealer for the said sale. 
However, when the team extracted a separate report (REPORT NO, SALES-052 - 
DAILY SUGAR DESPATCH REPORT) the persons mentioned as "Customer" have 
been found to be mentioned as "Brokers" therein, in order to clarify the 
discrepancy, the team investigated GM Sales of the Company, who conceded 
that most of these are "made up" names. As per the provisions of BTPA, 2017 
booking of sales in made up names/fictitious names constitute benami sate 
transactions. He shared a list of actual brokers and the benami / fictitious 
names being used against those brokers. The list is as follows: 
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374. The comparison of sate data with the above mentioned list indicated that only 
one person namely Ha]i Zameer is actually being reported as a customer in the 
Company's sales record. The rest of the names used as sub-dealers were 
fictitious. Even Mr. Zameer did not know Zafar who was shown as his main 
customer in the Company's record. 

375. Investigations have also revealed that names of the brokers are masked by the 
Company by declaring sales in benami / fictitious names. Actually, brokers take 
orders from the market but sale is booked in the names of fictitious customers 
against those orders. Statements of following brokers of the Company, 
recorded during forensic audit, have revealed details of glaring violations as 
under: 

i. Mr. Abad AM purchased 54,000 bags of sugar [225 trucks @ 240 bags per 
truck) amounting to Rs. 174,225,000 during the current financial year. 
During the years 2018-19 and 2017-18, he purchased 451,200 bags of 
sugar aggregating to Rs. 1,133,625,000 and 150,034 hags aggregating to 
Rs, 345,537,600 respectively. However, all these purchases have been 
booked by the Company in the benam i/fictitious names. 

ii. Mr. Mustansar confirmed that the Company sells him sugar against the 
name of one "Mr. Waris Khan" against whom name of the broker is 
mentioned as "Hameed Khan”. 

iJL As per the Company's record, sale of sugar to M r, Rashid (broker) for the 
current season is 94,800 bags for an amount of Rs, 342,825,000 and it 
has been recorded in the name of Babu Khan/Rashid Khan. Further, 
forward sale of 37,200 bags for an amount of Rs, 149,700,000 (@Rs. 
80.48 per kg) has been recorded in the name of Rashid Multan. On the 
other hand, Mr. Rashid, in his statement, has confirmed that he has 
purchased 61,200 bags of sugar from the Company during the current 
year and has also stated that he does not know Babu Khan/Rashid Khan 
and these were names used by the Company. Similarly, as per his 
statement, during the year 2018-19, Mr. Rashid has purchased 278,400 
bags of sugar however, as per Company's record, sale of around 368,400 
bags for an amount of Rs. 973,185,000 has been made in his name using 
the benami/fictitious names viz. Sarwar, Jhanzeb Khan, Rashid Trders, 
Nadeem, Dawood Khan, Hazik Khan etc. 
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iv. Khawaja Ahmed Saeed complained that even though he sends the mill 
names and payment details of actual buyers of sugar, the mill still 
mentions his name and his father's name sometimes as buyer and 
sometimes as broker and interchangeably as well. 

v. Sugar aggregating to Rs. 504,678,000, Rs. 1,251,525,000 and Rs. 
669,918,000 for the years 2019-20, 2018-19 and 2017-18 respectively 
has been sold to Khawaja Imran through benami/fictitious names viz. 
5a mi, Rizwan Brothers, Zaki, Umar Brothers, Sabih - Lahore, Tawakal 
Traders IB - Sargodha, Amjad - Lahore, Ali Raza Khan - Sibi. Khawaja 
Imran stated that he has been working with the name of Imran Brothers 
for the last 10-12 years; however, he failed to identify any of the above 
referred names. 

376. During forensic audit, a comparison of record seized (on sample basis) from the 
Company's goods transport agents, namely New Rohtak Hasar Goods Transport 
and Sindh Punjab Goods Transport Company, with the data recovered from the 
server of the Company (back end input forms) revealed that most of the drivers 
(based on CNIC) appearing in the record of the goods transporters have been 
found to be reported as "unregistered buyers/eustoreers" in the sale tax returns 
of the Company. The JDW management has deliberately concealed the names 
of actual buyers of sugar at the time of filing of Tax Returns to FBR and has 
facilitated them to remain out of tax net. A sample checking of data depicted 
that 224,580 bags of sugar have been declared to be sold to the following 
drivers of goods transporters, who have also been traced and their statements 
have duly been recorded: 



Name of driver 

CNIC 

Season 

No. of 
bags 

Sale reported in sales 
tax Return 

As per transporter record 

As per retrieved 
data 

Bags 

Amount Rs. 

Hameed Ahmad 

31303-2508119- 

1 

19-20 

2,080 



Muhammad Saeed / Mohammad 
Saeed / Saeed / Muhammad Saeed 
S/o Muhammad Shareef Sabif / 
Muhammad Saeed S/o Muhammad 
Sharif Sabir 

36303-1348473- 

9 

17-18 

1,140 



18-19 

21,900 

28,460 

85,330,000 

19-20 

122,900 

123,260 

384,730,000 

Altaf / Altaf Hussain / Altaf Ahmad ( 
Altaf Hussain S/o Muhammad Shafi 

31304-7983041- 

9 

17-18 

2,160 



18-19 

34,360 

19,160 

57,480,000 

19-20 

8,640 

8,260 

24,780,000 

SajjdYaqoob 

35303-6671330- 

7 

19-20 

1,200 



KhaEJd Yousaf / Khalld Youseef f 

Khalid Yousuf / KhaEid Yousif 

31304*3715382- 

5 

IS-19 

2,900 

4,4-00 

13,200,000 

19-20 

7,020 

4,740 

14,220,000 

Sher Mohammad / Sheer 

Muhammad / Sher Muhammad / 

Sher Muhammad S/o Dur 

Muhammad Khan 

31304-GS35G49- 

5 

17-18 

4,120 



18-19 

7,820 

5,940 

17,820,000 

19-20 

8,340 

ll r 340 

34,020.000 




224.5S0 
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377. It has also established during forensic audit that the Company used to record 
sales transactions in the names of benami/ fictitious buyers and used to declare 
sales as "bulk unregistered sales" during 2017-18 and 2018-19. However, after 
July 1, 2019 when the submission of CNIC has been made compulsory by FBRfor 
reporting of sales tax, the Company has started submitting the CNIC details of 
truck drivers as well as totally unrelated persons. 

378. In order to trace actual buyers (beneficial owners of benami property}, 
exhaustive efforts are required to find out the party which booked the order, 
the goods transporter, the person depositing the cash and the person on whose 
name the sales tax was deposited by the Company. An example of an order 
booked by the broker, Haji Zameer, shall illustrate the whole process. Haji 
Zameer takes order from a dealer and ask him to deposit money in the 
Company's bank account and share the details of deposit with the Company. In 
this case, the dealer Dawood Brothers Multan deposited Rs. 3,650,000 in the 
Company's bank account for purchase of 960 bags of sugar. Thereafter, the 
details were shared with the Company sales department, The Company after 
confirmation issued a delivery order for 12,000 bags (Including 960 bags for 
Dawood Brothers Multan). These bags were lifted by Rohtak Hasar Goods, Truck 
No. TLB-811 on April 2, 2020. Lastly, the Company reported sales tax on the said 
sale of 960 bags of sugar in the name of one Mr, Abdul Razzak, The investigation 
team contacted Mr. Razzak who stated that he is taxi driver in Rajanpur. 

379. As the Unit*! Is the largest mill of the Company, the team analyzed the major 
brokers and their dealers, and the phenomena of sold but un-lifted stock of 
sugar kept at the mills for a very long time without any proper justification. 
3,296,560 bags of sugar reported to be sold in books of accounts / record of the 
Company, for the period of up to 19-03-2020, have not yet been lifted by the 
alleged buyers , most of which have been invoiced and reported to FBR but are 
benamidars. 

380. Forensic audit shows that mostly the benami sales transactions are recorded 
against unregistered persons. Out of total sales of JDW Company of around Rs. 
100 billion "sale of around Rs. 71.8 billion is suspected to be benami 
transactions" during the period from October, 2017 to February, 2020. 

Benami Sales of Hunza Sugar Mills 

381. The sales tax data reported by the mill revealed that more than 76% of total 
sales during the period October, 2017 to February, 2020 have been made to 
unregistered buyers. The CNICs of unregistered buyers reported to FBR and 
CNIC's mentioned in the sales register of sugar mill have been found to be the 
same. But none of them is found registered with Income tax or sales tax. 
However, on inquiry, on sample basis, they have been found to be drivers or 
low paid employees, 

382. To ascertain the real facts about the individuals reported as buyers to FBR by 
the sugar Mills, sixteen individuals have been contacted, as a sample, and their 
statements have been recorded. All of them stated that they are persons of 
humble means and have never purchased sugar from Hunza Sugar Mills. Out of 
them, 15 persons are truck drivers and 01 is security guard, Evidently, that the 
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mill is misusing copies of CNICs of drivers and low paid employees to 
masquerade these as original buyers for the purpose of concealing the true 
identity and financial worth of their actual buyers. 

383, In order to ascertain the true identity of actual buyers/heneficial owners of 
aforementioned benami transactions; the team approached the concerned 
goods transporter i.e. New Azad Chaudhry, Goods Transport Company, Shahkot, 
Faisalabad, which is an unregistered entity and the sole transporter of the 
Hunia Unit -1, After examination of record, it was revealed that the transporter 
has also been colluding with mills management and brokers/dealers/agents to 
conceal the true identity of actual buyers. The transport company had prepared 
two sets of Bilti books simultaneously for the same transactions, one containing 
the details of actual buyers and other containing the same details of truck 
number, quantity of sugar but with fake name of buyers and different 
destinations. 

384. The names of persons mentioned on the false Bllties are reported to the FBR as 
unregistered buyers. A comparative analysis, of certain transactions, based 
upon the comparison between the original and fake Bllties is given in the table 
below: 


sr. 

no. 

Date 

FictitioLES Buyer 
reported to FBft 

Fake 

Bilti 

Number 

□rifinal Party to Whom Sugar 
Supplied 

Original BiEtittS 
Broker 

Same 

Oty 

{50kg 

bags} 

Same 

Track 

No. 

1 

24^ 

03-20 

M Arshad dhang 

1302 

GhafioDr Butt Akba riMa nd i 
(240) Munlf Ahmed 

AkbariMandi(12Df 

General Food Oil# SATTAF: Shah j240^ 

1917- 

Amjad 

Hussain 

600 

C 

2073 

2 

24 

03-20 

Nazar 

Abbas-Bbakfca r 

1305 

M Ehsan LHR 240 

Munir Ahmad AkbariMandf LHR120 

5A Gulberg LJHR240 

1924 

600 

C 

3534 

3 

24 

03-20 

Nazar 

Abbas-BhaSffcar 

1306 

H afiq KJhurramChDwkYatFm Kha na 

LH R120 

Pun;ab Store Joray Pull 400 
(Fmran Pervaiz) 

1323- 

Shah zad 

Faisal and 
Amjad 
Hussain 

600 

GLT 

5986 

4 

23 - 

03-20 

Ghulam 

Muhayyadeen-Jhartg 

1317 

Ghafoor Ah med Amir ROild LHR 240 
MianKirayanSanda LHR 240 
NadeemTah irKimyanaBag hJ L Pura L HR 
240 

1329- 

Sltahz-ydRiaz 

720 

E-Li 

162 

5 

2^ 

03-20 

Jahangir Khan 

Zobc 

1313 

Tariq Store 
[Usman Mehmaod) 

BhagwanPura LHR 

1935 

Shah^a-d 

Faisal 

720 

LE, 

3906 

6 

2B- 

03-20 

Sarfraz /Ui-TT Singh 

1321 

Punjab Store Joray Pull LHR 480 
(rmr&n Perva iij 

Siddiqi Return Coat LHR 120 

1929- 

shahzod 

Faisal and 
Amjfld! 
Hussain 

600 

FDD 

3474 

7 

25 

03-20 

Laal Hussain 

-Bh^kkar 

1327 

Abd ul Ghaffa rfhumra 

1335- 

Shabblr 

Hus iain 
&Am]ad 
Hussain 

24 a 

LX LI 

1743 

8 

26- 

03-20 

Ghulam 

A:bbas-J : han£ 

1332 

M Ehsan LHR GurrMandF LHR 240 
Munir Ahmad AkbariMandt LHR 2 40 
Abdul GhafoorAkbarfMandi LHR 24C 

1949 

720 

LXP 

3791 

3 

26 

03-20 

Muhammad 

Irfan Jhang 

1332 

Ghafoor Ahmed Amir Rnad LHR 240 
NudeemTihlrKifyana&hgalPura LHR 
240 

1937 - 

Shahzad 

Riaj 

4RQ 

LEI 

1333 

Id 

26 

03-20 

Sabir All-Noshehra 

1341 

Iqbal Stare Amir Read LHR 340 

Imran Karyana Store Shad Bagh 240 
Lucky KirvioaSagRianPul 120 

134S- 

Hamid 

600 

EA 

4252 
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13B7 
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1974- 

Hamid 

BOO 

Z 

LD3B 
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385. Statements of 10 buyers of sugar have been recorded who have been shown in 
the column of benami/fictitious buyers. They have stated that they are truck 
drivers and have never purchased sugar from Hunza Sugar Mills and that copies 
of their CNlCs have been misused by the owners/management of the mill. The 
statements of the persons, whose names are mentioned in the column 'Original 
Bilti number & Names of Broker' in the above table, stated that they have 
purchased sugar from the Hunza Sugar Mills through different Brokers/dealers. 

386. The mill has two main designated brokers for local sale of sugar in the market; 
Umar Adeei Broker (Umar Farooq and Adeei Amir) and 5hahzad Faisal — 
Proprietor of Ahmad Traders. The detailed scrutiny of sales record of brokers 
shows the real worth of brokers and the actual volume of business carried out 
by them, as shown in the table below. 


Name of Brokers 

Umar Faroeq 

Shahzad Faisal 

Ambareena 

Shahzad 
(Ahmad 
Traders) w/o 
Shahzad Faisal 

Adeei Umar 

Total 

CNIC Numbers 

3520220079683 

3520210387667 

3520256D37604 

3520296975645 

- 

Business 

Turn over 

as per 

Income Tax 

Declaration 

2017 

- 

i9i,e66 r eo7 

31,250,000 

196,448 

322,918,684 

2018 

msoo 

113,542,000 

39,002,500 

198,800 

152,805,318 

2019 

1,561,000 

1,196,000 

1,195,000 

" 

3,954,019 

Total 

1,359,800 

306,404,667 

71,507,500 

395,248 

379,671,907 

Business Turnover 
period 

Jan 19 to 
March, 20 

Jan 19 to 
March, 20 

Jan 19 to 
March, 20 

Business 

Turnover 
consolidated 
with Umar 
Farooq 


Actual Business 
Turnover (in 
Rupees) 

3,176,900,000 

16,285,056,727 

5,631,455,000 

23,093,411,7 £2 


387. As seen in the table, the real business turnover of Shahzad Faisai is more than 
Rs. 20 billion whereas the declared turnover is only Rs. 71 million. The 
ledgers/register recovered from Shahzad Faisal and Umar Faraoq were 
thoroughly examined which revealed their true business turnover. They cannot 
hide their true turnover without the connivance of the sugar mill. This shows 
that the mills and brokers are joining hands and creating this all phenomenon of 
benami sales and both are trying to evade the tax during this process. 

388. Further, the said benami transactions are recorded in the books of the mill and 
simultaneously the same data is used for reporting to FBR, which is also 
fictitious as discussed above. Entire design devised by this nexus of sugar mills, 
brokers, dealers, wholesalers etc. for the sale of sugar is in essence a stark 
violation of the BTPA, 2017, 

389. Forensic audit shows that mostly the benami sales transactions are recorded 
against unregistered persons. It has therefore been estimated that the volume 

of "suspected to be benami transactions" may be around Rs. 5.2 Billion being 
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total sales (exclusive of sales taxi as declared to unregistered persons during 

the period from October, 2017 to February, 2020, 

flenami Sales of Al Moiz Sugar Mills (UNIT-1 & 11} 

390. Al Moiz Sugar Mills runs two different units located at D. I Khan and Mianwali, 
respectively. Approximately 45% of total sales, during the period October, 2017 
to February, 2020, have been declared to be made to unregistered buyers. Their 
practice of benami transactions has been separately discussed in the following 
paras. 

D.l Khan, Unit-1 

391. A random sample of sixteen unregistered buyers with highest purchases of 
sugar bags for the year 2019-20 was selected for analysis. 12 out of these did 
not have any relation with the sugar purchase. One such buyer, Abdul Rehman 
who is actually a retailer, was shown to have purchased 3,360 bags whereas he 
actually purchased only 120 bags. This sample shows that 66,260 bags of sugar 
amounting to Rs 224,996,948 (exclusive of taxes} have been shown to be sold to 
the persons who either have no connection with sugar business or inflated 
amount of sales have been booked in their names. The said persons have 
recorded their statements in writing outrightly denying any involvement with 
any purchase of sugar. Thus, elaborating the fact that sales have been 
registered in the names of the persons without their knowledge or consent to 
defraud the authorities. Such transactions fall under the definition of benami 
transactions under BTPA, 2017. 

392. Mr. Wasif, CFO of Al Moiz Sugar Milts and Mr, Zeeshan, Marketing Manager 
have confessed that most of the actual buyers do not want their names to be 
disclosed in order to evade taxes. Hence, the sale of sugar is booked against the 
random CNICs and made-up names. 

Mianwali, Unit-11 

393. Sixty-one buyers, from the list of five hundred & sixteen buyers of sugar, were 
selected for sales verification. The list of all buyers was provided by the mill for 
the period 01-10-2017 to 30-09-2018 and Q1-10-2Q1B to 30-09-2019. It has 
been found that most of the reported buyers are truck drivers and other 
unrelated individuals. Fifty-nine individuals were identified as transporters, 
truck drivers and laborer who have no concern with the purchase of sugar 
reported against their name, the statement of twenty-six individuals have been 
recorded. The response of the mill's management was found unsatisfactory. 
There is even a case of a deceased person namely Hameed Uflah s/o Ameer 
Abdullah who died in year 2016. However, sale of sugar has been booked in his 
name in 2017-18 and 2018-19. 

394. Forensic audit shows that benami sales transactions are being recorded against 
unregistered persons. It has therefore been estimated that the volume of 
"suspected to be benami transactions" conducted by the Company I s around Rs. 

15.5 Billion being total sales fexclusive of sales tax) as declared to unregistered 

persons during the period from October. 2017 to February, 2020. 
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Benami Sales qf Hamaa Sugar Mills 

395, Analysis of sugar sold by Ham 2 a Sugar Mills during 2017-2018 to 2019-2020 
shows the sale of sugar to a specific type of business every year. 



Beverages Company 

209365,8*0 

2.13% 

342,375,000 

2.54% 

152,400,000 

5.64% 

□amission ^hop/Gompany 

7,554,000 

0.03% 

45,130,000 

0.33% 


0.00% 

Driidc Cornn”/lcecrearci Shop 

412 P 252 r 50G 

4.1#% 

t£»mm 

0.59% 


0.00% 

Food & Beverages Company 

6,434,™ 

0-07% 


D.00% 


o-jooffd 

FcX*i Company 

239,23 l r &BO 

2.#4% 

170,648,000 

1.26% 

197,475,000 

7.31% 

Food Shop 

1-455,000 

D.01% 


■D.O~0% 


0.00% 

Gpr ■■ ■ .i ■ Du^lncn- 

1,137,153,™ 

1207% 

2,775,308,900 

70.53% 


0.00% 

Genera? 

239,434,545 

2.44%. 

77,262.250 

0.57% 


0.00% 

Govern mental Drganljiiifcicin 

39,732,000 

0,40% 

336,4-51,701 

6.63%” 


□.00% 

Kiryana Store 

193493,770 

1.97% 

772.536.550 

5.71% 


0.00% 

Medicine Company 

77,270,000 

o ,?a% 


0.00% 


□,ca% 

Private Company 

2,733,500 

0.03% 


0.00%: 


0.00% 

5sle Aga intt CNI'QflNTH 


0.00% 

l h 67&^77^4d 

Ll.llft! 

i.iDB.Sn.904 

35.42% 

Syperct^fr/Supcrniart 

102,535,500 

1.05% 


0.00% 


P.00% 

Sweat Mart & Cold Carrw 

27,i52 1 ann 

0.2S% 

140 r 232,Mi 

1.33% 


0.00% 

5 Bakery. 

7,065,343,™ 

71.82% 

6,336,035,553 

46.68% 


0.00% 

Traders 

24,995,000 

0J3% 

161,945,500 

iio% 


0.00% 

Iradhg Carnparvy 


0-00% 


0,00% 

44,1QD,DDD 

1.63% 

Grand fatal 

9,333,6*1,705 

100.00% 

13,515,2*9,494 

100.00% 

I 2 h 70Z.59&.9D4 

100.00% 


396. The above analysis has helped to identify an interesting trend in 
booking/dedaration of sales of the company, which is as under: 

i. Sale of sugar is concentrated to a particular business i.e. Sweets & 
Bakers Business, during 2017-2018 and 2018-2019. The percentage sale 
of sugar fn 2017-18 & 2018-19 comes to 71.82% and 46.88% 
respectively, 

ii. Sale of sugar is concentrated to individuals having CNIC/NTN during 
2019-2020, which comes to be 85.42% of the total sales. The business 
profiles of these individuals were verified from FBR database for their 
business type. But none of them has been found to be connected with 
sweets & bakers' business. The sudden shift in sales pattern can be 
attributed to introduction of mandatory requirement to obtain CNIC or 
IMTN of the buyer for any sale exceeding fts. 50,000/- by FBR through 
Finance Act 2019-20. 

397, Another trend with respect to benami sale of sugar has been observed from the 
analysis of sales made to different businesses. The trend suggests that most of 
the sugar sold but not lifted p ertains to "Sweets & Bakers Businesses" i.e. 
92.84% and 64,67% in 2017-18 and 2018-19 respectively. The summary has 
been provided in the following table: 



Sale Year 

2017-1H 

Values 

2013- 19 


2019-20 


Business Type 

Value iRs.] 

Value (%agG | 

Value [FLi.f 

Value (%aaeji 

Value (RS.I 

Value 

Drink Corner 

50,730,DOT 

1.60% 

3,320,000 

0.11% 


D.00% 

General Business 

5,320,000 

CM% 

30M36,OO0 



0.00% 

General shop 

153,066,000 

4.64% 

27.343,200 

fl.ea* 


0.00% 

Klryartii store 

16,373,000 

0.53% 

762,620,266 

24-46* 


0.00% 

Sale Aflainsl CNIC/NTN 


0.00% 


0.00% 

593,007,500 

100.00% 

Sweets & Bakers 

2,9^5,551,000 

&M% 

2,0iM«S,12O 

64.67% 


0.00% 

Grand Total 

3 r l £2,045,0 00 

100.00% 

3,117,965,536 

100.00% 

593,007,500 

100.00% 
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398. Physical Verification, on sample basis, was carried out of shops to whom sugar 
was shown to be sold the mill. These shops owners were unregistered with 
sales tax authority. Out of a total of 705 shops physically verified, G54 shops i.e. 
93% shown as recipient of sugar, either do not exist or have not purchased the 
sugar attributed to them. This indicates that the subject mill in connivance with 
brokers have shown sales of sugar in the names of ‘benamidars'. A summary of 
results of physical verification of sale of sugar to the shops, is as shown in the 
table below: 


V.Na. 

District 

No. qI Stiops/Sate Entries 
Verified 

Shops EjibiJI 

Purchasers 

Total of Fete luvere 

Shops non-ewatent Shops Exist but non-purdiasers [ftagef 

I 

Multan 

213 

a 

m 

14 

im 

2 

Lodhrai 

111 

43 

41 

34 

64K; 

3 

Ebltawalpur 

92 

a 

36 

6 

im 

A 

RYK 

282 

a 

2*7 

7 

m 


Total 

70S 

31 

M3 

hi 

93ft 


399. Also, during perusal of the mill's sales record, many instances of incomplete 
NTN [6 Digits) and incorrect {12 & 14 Digit) CNiC numbers being used to book 
sales have been found. 

400. Forensic audit shows that mostly the benami sales transactions are recorded 
against unregistered persons. It has therefore been estimated that the volume 
of "suspected to be benami transactions" by the said mill is around Rs. 35.5 
Billion being total sales (exclusive of sales tax) as declared to unregistered 
persons during the period from October, 2017 to February, 2020. 

Benami Sales by Alliance Sugar Mills 

401. Alliance Sugar Mills is also found to be engaged in declaring sugar sales in fake 
names. Approximately 89% of total sales, during the period October, 2017 to 
February, 2020, have been shown to be made to unregistered buyers. When 
further inquired, it was revealed that such persons were either totally unaware 
of any such transactions or were associated with goods transport companies 
and worked as truck drivers. The data of sales declared by the company in the 
name of fifty (50) unregistered persons has been compiled by the team. They 
were contacted to ascertain their position and the details of the inquiry are 
summarized below: 
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402. Further details of some of such suspected benami transaction are as under: 


5R. 

NQ. 

njx.no. 

NAME / 

ACTUAL AS 

PER ID CARD 

INQUIRY 

DETAILS 

BAGS 
(50 KG) 

SALE VALUE 

INCLUDING 

S.TAX & 

FURTHER TAX 

1 

45105-2573140-1 

M.TariqTurb 

at 

Ta riq is driver of truck No. D5F-964S, while 
he transported sugar for shopkeeper 
Sunafcl Kumar 

29,000 

93,604,568 j 

2 

361034797179-S 

Rais 

Rais is driver of truck No. PLF-540, while he 
transported sugar for Imran of 
RohtlkHissar Quods, Sadiqabad 

2B r 500 

89,802,600 

3 

31304-2218B37-5 

Abdul 

Ghaffar 

A. Ghaffar Fs driver of truck No, CLH-22S, 
while he transported sugar for 5M Food 
and others through RohtikHlssar Goods,, 
5adiqabad 

28,540 

86,763,964 

4 

31202-0309818-3 

M. Razzaq j 

A. Raztaq is driver of trailer No. PLH-225, 
while he transported sugar for broker 
GhafoorElahi 

29,120 

82 P 31& r QOO 

5 

45105-1857862 3 

Allah Yar 

No contact couid be made with the person 

In question 

26,360 

78,299,016 

E 

35303-208Q48B -l 

LFaqatAli 

He Is driver of truck No, &JV-5005. He 
works for Rans Arif of New RohtikHissar 
Goods Company 

27,100 

77,347,500 

7 

36102-1929392-3 

Muhammad 

Zafar 

Could not be verified 

23,840 

76,415,620 

s 

42401-7766670-3 

Abdul 

Majeed 

He Is truck driver of PLS-325. He works for 
New RohtikHlssar Goods Compare 
Sadiqabad 

24,360 

70,300,000 

9 

36103 -9977131"! 

Miuneer 

Ahmed 

Muneer is driver of truck No. PLF-540 and 
TLY-34G, while he transported sugar for M. 
Group 

22,EO0 

68,704,500 

10 

31101-7536236-7 

Muhammad 

Yousuf 

No contact could be made with the person 
in question 

23,020 

66,131,250 

11 

36102-5432038-1 

Umar 

Kayyat 

Umar is driver of trailer No, FLU-440. He 
transported sugar for dear Iqbal Dogar 

19,420 

61,728,120 
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The aforementioned sales (including all similar transactions) are benami sale 
transactions under the BTPA, 2017. 

403, It has been found that almost 90% of the total sales have been shown to be 
carried out through one sales agent i.e. Ali Traders. The other major 
brokers/agents of the Company are Aamir Waheed, Rawalpindi, Waseem 
Traders, Rahat Marketing etc. Two of the aforementioned agents namely Asad 
Hussain of Ali Traders, Gujrat and Aamir Waheed, Rawalpindi were confronted. 
They have been found unaware of the particulars of the end-purchasers and 
admitted in their written statements. 

404. In addition to the payments found to be credited in bank accounts of the 
Alliance Sugar Mills (Pvt) Ltd, certain payments against sales of the Company 
have found to be credited in the bank accounts of other Sugar Mills i.e. RYK 
Sugar Mills, Indus Sugar Mills, JK Sugar Milts, Popular Sugar Mills, Indus Sugar 
Mills and Deharki Sugar Mills. These benami transactions need to be further 
investigated by the Concerned Commissioner Benami Zone. Following are 
some of such transactions: 


Mill Broker 

Date 

Weight of 
Sugar/ No of 
Bags 

Transporter/ 
Biltl No./ 
Truck No 

First Broker 

Second 

Broker 

End Purchaser 

Payment Made 

to 

All Traders 

17.03.2020 

40 Tofi/600 
bags 

Haq Uiihoo 

7417,7416/ 
TKJ947, miO 

Surclsh 

Kumar 

Khaferpur 


Hazrat Ali 

Pa&heen 

RYK Sugar Mills 

Waseem 

Traders 

16.CH .2020 

&0 Tons/ 

1200 bags 

Sindh Punjab. 

145/ TIT 019 

Mahmoud 

Sargodha 


Sheikh Ameen 

Laryyah 

JK Sugar Mills, 
Khanewal 

Vshari Road, 

Katha Khu 

Ali Tradera 

17,03,2020 

60 Ton/ 1200 
tees 

HaqBahoo/ 
7413,7414, 
7415/ TKL674, 

T*F775 P 

TKESPG 

Chunnl Laal 

Karachi 

AhdurRah 

man Shah 

Quetta 

Bis.m iElah 

Traders Quetta 

Popular Sugar 

Mills 

Ali Traders 

04.01.2070 

60 Ton/1200 
bags 

HohtaStHKSjr/ 

S4B6/ 

LOK2465 

Sheikh 

Imran 

Afzal 

Lohartin 

Wala Khoo 

Sased Kuryuna 

Reiwand 

Indus Sugar 

Mills 

AamjrWah* 

ed 

18,01.2020 

24 Ten/ 43D 

bags 

HaqBahod/ 

6913 

G514/TAK529, 

DGF964S 

Yar 

Muhammad 

Rajesih 

Mjrpur/Jag 

desh 

DbanrajDhErkl 

Dherki Sugar 

Mills 

Ali Traders 

17.03.202D 

40 Ton/ 960 
Bags 

RohtakHlssar/ 

6024/ 

TMD990 

Aamir 

Waheed 


Yunnas Karachi 

RYK sugai 

Mills 

All Traders 

29.02.2020 

IS Ton/ 300 
bags 

RohtakHissar/ 
5955/ RN4995 

Aamir 

Wabead 

Chawiaan 

Wala 

labors 

Al Faisal 

Karyana Rahim 
Ya r Khan 

RYK Sugar Mifis 


405, Forensic audit shows that mostly the benami sales transactions are recorded 
against unregistered persons. It has therefore been estimated that the volume 

of "suspected to be benami transactions "conducted by the Company is 

around Rs. 15,5 Billion belne total sales (exclusive of sales tax) as declared to 

unregistered persons during the period from October. 2017 to February, 2020. 
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Bens mi Sugar Sales by Al-Arabia Sugar Mills 

406, The analysis of sales data for year 2019-2020 was carried out and more than of 
100 CNIC's, which had been selected as sample for verification, were found to 
be un-traceable, The total quantity of sugar sold to these un-traceable persons, 
was 124,260 bags having sale value of Rs. 373.56 million. Further, the team has 
also conducted interviews of twenty-two persons disclosed as customers in 
sales record of the mill for the year 2019*2020. Out of those 22 persons, 20 
persons named as sugar customers denied about the purchase of the said sugar. 
They all have been found to be drivers/conductors of the vehicle transporting 
said sugar. Following is the details of sales recorded by the Company in the 
names of these 22 individuals: 


Sr. 

No 

Dirts 

Buwr 

CNIC/NTN 

Flvfeiitofl 

Qiiiatft)' Sold 
{58 kg Bap) 

Value 

Hi. 

ActulNumc 
■gajnut CNIC 
■ rturinr 

] 

12/2/2019 

AHMAD NAWAZ 

38202-5595245-9 

Driver 

L.200 

3,597,580 


2 

1/2019 

AMIR. MEI ] MOOD 

33402-103E239-1 

grower 

303 

908389 


3 

12/12^019 

AZHAR ABBAS SHAH 

38406457389*4 

Cancbctor 

U440 

4317,096 


4 

12/9/2019 

FAISAL EQBAL 

3340 3 9765441-7 

Driver 

L.Q00 

2,997,984 


5 

12/18/2019 

GHULAMSHER 

38404-2415550-0 

Driver 

U20 

3557,338 

Gbulam Shabbiri 

6 

12/S.'2019 

IKRAM ULLAHA 

334030-746785-3 

Driver 

LZ00 

3397380 


7 

12/9/2019 

IKRAMULLAKA 

384030-746785-3 

Driver 

240 

719,516 


3 

12/22/2019 

KAMRAN 

3B40 1 -0473356-3 

Driver 

840 

2318306 


9 

1 2/15/2019 

KKURAMHAYYAT 

38403-0107488-5 

Driver 

1zoo 

1,597,580 


10 

12/23/2019 

MAYOUB 

3 3402-1542286-9 

grower 

513 

1337,966 


11 

11/8/201 9 

MBUKSH 

38403-0461622-7 

Coodoctor 

430 

f.442,777 

_12 

11/9/2019 

M BUKSH 

38403-0461622-7 

CcmJuc=n?r 

1,080 

3246347 


13 

t ltti/2019 

M OULZAK 

3 8404-040691E-E 

Driver 

600 

1,803,470 


14 

L1/22/20] 9 

M GULZAR 

3WHM069HH 

Driver 

340 

2327,416 


15 

I2/I1/2019 

M QADEER 

38404-1756809- L 

CtHMiLTctnr 

1,200 

3,597,580 


16 

12/1/2010 

MUHAMMAD ASHRAT' 

38401-0307084-1 

Driver 

lJOD 

3.597,530 


17 

12/1/2019 

MUHAMMAD EJAZ 

3 8404-5036823- L 

Driver 

660 

1,978,669 


] B 

I2/2Q019 

MUHAMMAD EJAZ 

38404-50314523-1 

Driver 

60U 

l r 79B,790 


19 

12/1/2010 

MUHAMMAD USMAN 

38404-2105 J 37-7 

Driver 

uoo 

3,597,580 


20 

12/29/2019 

NOOR AHMAD K A MOKE 

38201-4828O60-1 

Driver 

Uffl 

4,077359 

Imran Haider 

21 

1/2W2O20 

NOOR AHMAD KAMOKE 

38201-4328060-1 

Driver 

2,400 

7,232,440 

IrnnUi Hdidcr 

23 

J 2/25/2019 

TA5AWAR HUSSAIN 

38301-7543485-1 

Driver 

UG0 

3,777,459 


23 

12/10/2019 

TASAWAR SHAHZAD 

38406-03010 L 0-5 

Driver 

1,240 

3,717.500 


24 

12/27/2019 

ZAJ: AR AREAS 

38402-12473 L 9-1 

Driver 

430 

1,439.032 


25 

10/ 1/2019 

ZAFAR HAYYAT 

38404-0960672-3 

Driver 

1 a 140 

3,445,654 


26 

12/3/2019 

ZAFAR HAYYAT 

38403-4692413-1 

Driver 

1^00 

3,597j5B0 


i 27 

12/25/2010;ZAFAR H A VYAT 

38404-0960672-3 

Driver 

\2m 

3.597,580 


1 23 

12/31-2019 

ZAHLD IQBAL 

33201-737298 L-7] 

Drivei 

1,200 

3,597,530 



TOTAL 


23,596 

85,871,520 



407, Forensic audit shows that mostly the benami sales transactions are recorded 
against unregistered persons. It has therefore been estimated that the volume 
of "suspected to be benami transactions" conducted by the Company is around 
Rs. 6 Billion being total sales (exclusive of sales tax) as declared to unregistered 
persons during the period from October, 2017 to February, 2020, 

408, The matter was discussed with FBR authorities and they Informed the 
Commission that FBR has taken initiative to implement the "Track and Trace 
System" for five sectors including sugar sector and applications have been 
invited for grant of license to be issued under the Sales Tax Rules, 2006 (as 
amended Vide 250(1)/2019 dated 26,02.2019 and SftO. 91S[i)/2019 dated 7th 
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August, 2019) for the development, maintenance and operation of said system. 
The bidding process shall be completed in first week of June and license shall be 
issued to the successful bidder before the end of current financial year. 

409. This system will cover the whole supply chain of sugar sector and complete real 
time monitoring of production of sugar and its supply/ sale will be possible, as 
well as for designated import stations for this sector. Track & Trace System 
includes high security tax Stamps/Markers/Codes that bear unique, secure and 
non-removable identification markings. The System shall be combined with 
state-of-the-art electronic monitoring and tracking systems, which shall 
transmit the data of production and supply chain to Central Control Room of 
FBR on real time basis. 

410. System also Includes a mobile application for all stakeholders and even for 
public to verify that the sold goods bear tax stamps. If the system reports any 
counterfeit stamps, the legal action shall be taken against the defaulters/ 
violators by FBR enforcement teams. For this purpose, FBR has established 
Enforcement hubs in big cities called Inland Revenue Enforcement Network 
(IREN) which shall be strengthened and provided with requisite human and 
logistic support for enforcement of track and trace system. 

Findings: 

411. Benami sales transactions are generated and carried out with the connivance of 
mill owners, brokers and transporters, 

412. For the period October 2017 to February 2020, total sales of sugar fn Pakistan 
was more than Rs. 723 billion and 71% sales (Rs. 517 billion) of all Sugar Mills 
are benami sales transactions against CNICs of unregistered "benamidars" 
mostly truck drivers, loaders, employees of the mills or dummy fictitious 
persons, who are unaware of such transactions booked/invoiced in their names. 

413. Even after the introduction of the requirement of CNIC for unregistered sales, 
still the pattern of unregistered benami transactions continues. For the period 
October 2019 to February 2020, 06 sugar miils selected for forensic audit 
reported sales amounting to Rs. 20.5 Billion (57% of the total sales) are made to 
un-registered buyers which are suspected benami sales transactions. Similarly, 
the entire sugar industry for the aforementioned period has made suspected 
benami transactions of Rs. 71.054 Billion during the same period. 

414. Sales transaction used in "Salta" are benami transactions and, as discussed in 
TOR (g) on forward contract, these are used for market manipulation, price hike 
and profiteering. 

415. Benami sales are major obstacle to the documentation of Pakistan's economy 
for Government authorities like FBR to check the tax evasion and other 
malpractices of the industry. 

416. Benami sales transactions are facilitating the parking of un- 
documented/iilegitimate money in the regular documented business sectors. 

Recommendation 

417. Since the mandate to take cognizance of offences under Benami Transactions 
(Prohibition) Act, 2017 rests with the FBR's Benami Authority, therefore, the 
report of the Commission related to benami transactions may be referred to 
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FBR for necessary action under the said law against ail the sugar Mills in the 
country in the light of observations & findings of this Commission, 

418, Further, it is recommended that process of implementing IT based Track and 
Trace system should be given high priority and completed on a fast track to 
ensure improved monitoring and enhanced revenue collection in sugar sector. 
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s. Any other issue, deemed appropriate, related to the increase in recent 
sugar prices; 

419. During the forensic audit, the Commission has come across many important 
areas which are not directly covered under the TORs, but show how the sugar 
industry is working and the malpractices and profiteering is being made. This 
section discusses the following important issues based on the credible evidence: 

i. Purchase of sugarcane below the minimum support price and illegal 
weight deductions, 

ii. Manipulation of recovery ratio, 

iii. Falsification of accounts and double/parailei record keeping, 

iv. Advances from customers, 

v. Loans from directors, 

vi. High debt equity ratio, 

vii. Loans to farmers and gains on input sold to farmers, 
viri. Illegal enhancement in crushing capacity, 

ix, Sales tax evasions, 

x. Inexplicable transactions. 


Purchase of Sugarcane below the Minimum Support Price and illegal Weight 

Deductions: 

420. The cost of Sugarcane is the major component in calculating the cost of 
Production of Sugar. The Provincial Governments set the minimum support 
price of Sugarcane to protect the interest of the farmers. However, 
representatives of the farmers accuse the Mills of exploitation of farmers by 
procuring the sugarcane below the support price in the years when there is over 
production of sugarcane like 2016-17 and 2017-18. Another practice is of paying 
lesser than that is due to the farmers by making illegal deductions in the weight 
of the sugarcane in the name of non-variety and trash. This section deals with 
the evidence that the Commission unearthed regarding these widely prevalent 
malpractices. It is pertinent to mention here that whenever the sugar mills 
claim subsidy for export from the Government, they calculate the cost of 
production at the minimum support price whereas evidence collected 
establishes that they purchased sugarcane at much reduced rates. This 
phenomenon is fully discussed in TOR (k}. 

421. The Commission has come across the following evidence that establishes that 
the mills purchased the sugarcane below the minimum support price: 

i. Report of Punjab Special Branch for the year 2017-201B, 

ii. Cost of production calculations by Mo i&P for determining su bsidy, 

iil. Record of Complaints received by the Cane Commissioner Punjab 
regarding payment below the support price, 

iv. Evidence of procurement of sugarcane below the minimum support price 
collected by the Audit Teams, 
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v. Evidence of undue & illegal weight deductions during the procurement of 
sugarcane to pay less to the farmers, and 

vi. Sugar mills procuring the sugarcane off-the-book. 

i) Reports of Special Branch Punjab for the year 2017-16: 

422. In the previous years, Sugar Mills have been procuring the sugarcane below the 
minim um support price fixed by the Government. The then CM Punjab directed 
the Special Branch Punjab to prepare a report about the procurement price of 
the sugarcane in the province on daily basis in 2017-2018. This report was sent 
to all the concerned Government functionaries of the Punjab Province. The 
purchase price is averaged over the months' time and as shown in the table 
below most of the sugar mills procured the sugarcane below the support price. 
it is important to note here that this report was generated on daily basis for 
whole of the procurement season but no tangible action was taken and the 
procurement below the minimum support price continued during the whole 
season. The sugar mills continued to reap illegal profits and the farmers kept on 
suffering. 


Table 29: Monthly Average Purchase Price, Punjab 2017-18 


Sr. 

No, 

Name of the Sugar 

Mill 

Dec 

Jan 

Feb 

Mar 

Apr 

Average 
Purchase Price 
of Cane 

1 

Kashmir Sugar Mifl 

145,42 

137.91 

130.34 

131.84 

r i5i.oo 

139.30 

2 

Patloki Sugar Mill 

149.17 

154.02 

141.63 

141.61 

145,00 

146.28 

3 

Si raj Sugar Mill 

148.13 

147.93 

148.84 

150.08 

0.00 

148.74 

4 

ShakarGun; Sugar Mill 

149.00 

146.70 

148.95 

143.89 

151.82 

149.07 

5 

Haq Banco Sugar Mifl 

147. SB 

148,44 

149.64 

148-90 

153.21 

149.61 

6 

Chenar Sugar Mill 

160.50 

145,19 

147.75 

147.58 

147.50 

149.70 

7 

Huda Sugar Mill! 

146.23 

152,58 

15000 

150.00 

0-00 

149.70 

3 

Al Arabfa Sugar Mil! 

143.33 

157,00 

148.93 

149.68 

150.00 

149.79 

9 

Ghoon Sugar Mill 

149.29 

151.09 

149.04 

148.98 

151.30 

149-94 

10 

Makkah Sugar Mill 

147,08 

141.43 

158-32 

152.19 

152.12 

150,24 

11 

Tandlianwala 1 

162.23 

148.75 

147.75 

147.42 

147.50 

150,74 

12 

Hussain Sugar Mill 

161.83 

149.84 

148.23 

147.58 

147.50 

151,00 

13 

Baba Farid Sugar Mill 

180.00 

131.11 

137.10 

155.9 G 

0.00 

15104 

14 

Rasocl Nawaz Sugar 

Mill 

161,67 

148.79 

147.61 

148.00 

0.00 

151.51 

IS 

Hunza Sugar Mill 

161.67 

149,38 

148.59 

148,00 

0.00 

151.91 

16 

Noon Sugar Mill 

145.00 

160.23 

152.50 

150.00 

0.00 

151.93 

17 

Darya khan Sugar Mil! 

157.50 | 

151.68 

153 93 

1SO.OO 

150 00 

152.62 

is 

jauharabad Sugar Mill 

148.33 

159.93 

153.93 

150.00 

0.00 

153.05 

13 

Ramzan Sugar Mill 

156.SO 

158.13 

150.93 

150.03 

152.00 

153.52 

20 

Madina Sugar Mill 

150.25 ; 

155.55 

150.89 

151.77 

160.00 

153.69 

21 

SW Sugar Milt 

156.29 

159.89 

152.50 

150.00 

0.00 

154.6? 

22 

Popular Sugar Mifl 

156.67 

160.61 

152 32 

150.00 

0.00 

154.90 

23 

Al-Mciz Sugar Mill 

160.67 

156,23 

148.86 

150.32 

160.00 

155.22 

24 

Safina Sugar Mill 

155.71 

158.86 

151.55 

151.32 

160.00 

155.49 

25 

Two Star Sugar Mill 

156.13 

154.20 

147.80 

159.06 

170.00 

155,64 
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26 

Fatima Sugar Mill 

148.50 

170.13 

158.41 

157,16 

148,00 

156.44 

27 

Adam; Sugar Mill 

162.50 

168.43 

148.16 

146.69 

158.50 

156.86 

28 

Sheikhu Sugar Mil! 

15979 

169,50 

153.96 

157.68 

148.00 

157.79 

1 29 

Abdullah Sugar Mill 

152 50 

164,45 

155,37 

156.61 

160.00 

157.79 

30 

Tandlianwala IE 

159.08 

166.52 

153.63 

157.68 

158.33 

158.66 

31 

Ashrgf Sugar Mill 

167.50 

171.25 

146.81 

155.65 

160.00 

160.24 

32 

Lay yah Sugar Mill 

169.25 

173.04 

157.46 

153-81 

150.35 

160.78 

33 

Haseeb Waqas Sugar 

Milt 

0.00 

o.oo 

180.00 

180.00 

138.00 

166.00 

34 

Shah Taj Sugar Mill 

180.00 

180.00 

169.28 

160.00 

0.00 

172.32 

35 

Indus Sugar Mill 

159.67 

180.00 

179.29 

177.74 

177.06 

174.75 

36 

ETttihad Sugar Mill 

180.00 

130.00 

180.00 

178.71 

160.00 

175.74 

37 

Hamza Sugar Mill 

180.00 

180.00 

180.00 

178.71 

160.00 

175.74 

36 

JDWI 

180.00 

130-00 

180.00 

178.71 

160.00 

175.74 

39 

JDWII 

180 00 

180.00 

180.00 

178.71 

160.00 

175.74 

40 

R.Y.K. 

180.00 

130.00 

180.00 

178.71 

160.00 

175.74 

41 

Chnudary Sugar Mill 

0.00 

0.00 

0,00 

180.00 

0.00 

180.00 | 

42 

Ittefcq Sugar MEN 

0.00 

0.00 

180.00 

180.00 

180.00 

180.00 

43 

JK Sugar Mill 

180.00 

180.00 

180.00 

180.00 

180.00 

180.00 


Source: Special Broach Punjab; Monitoring of Crushing season Reports 


423, According to these reports during 2017-2018 crushing season; 

i, 43 out of total 45 sugar mills were operational in Punjab. All Sugar mills 
purchased Sugarcane at a lower rate than the minimum support price 
set by the Provincial Government except three. 

ii. 10 Sugar Mills purchased cane between the rate of Rs, 160 to R$. 180 

ill. 29 Sugar Mills purchased cane between rate of Rs. 145 to Rs. 160 from 
the growers, 

iv. The sugar mills deducted weight from 1096 to 25% of the total weight of 
the sugarcane during the procurement of sugarcane. 

v. 25 sugar mills owners were providing hand written receipt (kachi parchi) 
for the net payment to farmers instead of CPRs. 

vi. Total 163 weighing machines were installed 131 were working without 
any legal permission. These weighing machine or Kanda Owners 
purchased sugarcane at the lower rate i.e, Rs. 100 to Rs. 140 per 40 kg 
from the farmers. Less weighing of sugarcane is a normal practice of 
Kanda Owners and sugar mills. Kanda owners acts as middlemen in 
purchase or sale of sugarcane to the sugar mills. 

424, There is no special branch report available for Crushing Season 2017-18 in KP 
regarding purchase of sugarcane at a minimum support price, but there was 
information available regarding protest of farmers regarding purchasing of cane 
at lower rate than the minimum support price set by the KP Provincial 
Government in the Report received from Office of the IG Police KP to the Sugar 
Commission. 

425, According to the reply from Sindh Police, Special Branch Sindh does not 
maintain any such record. 
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ii) Cost of Production Calculations by Mo l&P for Determining Subsidy in 2018 

426. When the cost of production was calculated by the Mo l&P for the purpose of 
determining the subsidy in September 2018, they used three different prices of 
sugarcane per 40 kg for sugarcane procured in the season 2017*2018, 

a. Rs. 180 actual support price for the crushing season, 

b. Rs. 150 actual average price paid by the sugar mills in Punjab 

c. Rs. 140 actual average price paid by the sugar mills in Sindh. 

The Ministry official, who calculated this price, was asked by the Commission 
how this lower price was used to calculate the cost of production. He replied 
that the Cane Commissioner Punjab and Sindh had been asked on phone about 
the actual purchase price of the sugarcane and this price was communicated by 
the Cane Commissioners. This calculation is discussed in detail in TOR (k). 

iiij Complaints Received by the Cane Commissioner Punjab Regarding Payments 
below the Minimum Support Price: 

427. Cane Commissioner Punjab received 67 complaints against 26 sugar mills in 
2017-2018 for procuring the sugarcane below the support price. Such 
complaints were received in the crushing season 2017-2018 mainly. The rates at 
which the payments were made to the farmers, according to the complaints, 
are tabulated below: 

Table B0 : Complaints of Sugarcane Purchased Below the Support Price. 


Sr. 

No. 

Name of Sugar Mills 

1 

Hi rchase Price of Sugarcane 

2015*16 

2016*17 

2017-18 

2018-19 

1 

Ftasool Nawaz 

- 

- 

115 

- 

2 

JDWI 

- 

- 

129 

- 

3 

JDWII 

- 


129 

- 

4 

Etihad 

- 

- 

129 

- 

S 

R.Y.K, 

- 

- 

129 


6 

Al-Arabia 

- 

- 

130 

- 

7 

Ashraf 

- 

160 

136.5 

- 

8 

Adam 

160 

160 

140 

- 

9 

Safina 

- 

- 

140 

- 

10 

Hunza I 

- 

- 

140 

- 

11 

Chanar 

- 

- 

140 

- 

12 ; 

Hussain 

- 

- 

140 

- 

13 

Abdullah 1 

- 


140 

- 

14 

Baba Farid 

- 

- 

143 

160 

15 

Tandlianwala | 

165 

- 

147 

- 

16 

Shakarganj II 

- 


148 


17 

Hunza l| 

- 

- 

148 

- 

18 

Shakarganj 1 

- 

- 

148.5 

- 

19 

Kashmir 

- 

* 

150 

- 

20 

Noon i 

- 

150 

- 

21 

5W | 


150 

- 

22 

Haseeb Waqas 

- 

- 

150 

- 
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23 

Two Star 

- 

- 

153 

- 

24 

Pattoki 

- 

165 

160 

- 

25 

Ramzan 


- 

160 

- 

26 

Madina 

- 

- 

160 

- 

27 

Juharabad 

- 

- 

160 

* 

28 

JK 


- 

160 

- 


Source: Secretary Food, Government of Punjab 


Hi. Evidence of Procurement below the Support Price Collected by the Audit 
Teams; 

428. Al-Moiz Sugar Mills is found to be involved in the malpractice of procurement 
below the support price and illegal deductions in the weight at the time of 
procurement of sugarcane and sugar beet, 

a. According to the record of the sugar mills examined by the audit team, 
Al-Molz sugar mills have been procuring sugarcane below the minimum 
support price during the year 2017-18 & 2018-19. It Is pertinent to 
mention here that the rates varied from Rs, 163 to Rs. 179 per 40 kg in 
2017-18. Similarly, the purchase rate of sugar cane ranged from Rs. 143 
to Rs. 179 per 40 kg in 2018-19. Statements of a number of farmers have 
been recorded. 

b. The fact was further corroborated by the computer data recovered by 
the CCW (Cyber Crime Wing) team. The computer data recovered from 
the Company's ceased computers & laptops. In the form of Company's 
worksheets, shows the net amount of sugarcane purchased and the 
corresponding rates on which the payments were made. Illegal 
deductions were also discovered in rates and weights of the sugarcane 
procured. Al-Moiz 1 sugar mill purchased sugarcane at the rate lower 
than the minimum support price, while the data of production cost 
submitted by the Company with the cane commissioner, DD Food, 
Secretary Food KP, DC Dl Khan and District Food Controller dearly 
indicates purchase of sugarcane at Rs.lBO per 40 kg. 

c During the audit of the sugar mill, the inquiry team recovered files from 
computer of DGM Accounts of the mill. On analysis of the files 
recovered, it was found that actually lesser amount was being paid to 
the growers while the procurement of sugarcane was shown as per 
support price in the documents submitted to the Government 
Departments. 

d. The team also found through documented evidence that Al-Moiz I sugar 
mill was withdrawing cash from their bank accounts to pay to the 
farmers as per the minimum support price but the farmers were actually 
paid less. The differential amount was deposited back in the bank 
accounts of the sugar mill by the employees of the sugar mill. The team 
also analyzed that the cost of sugarcane was thus overstated amounting 
to Rs.775.679 million and Rs.129.599 million in respective crushing 
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seasons of 2017-18 and 2018-19. Resultantly a total amount of Rs. 
905.280 million was illegally paid less to the farmers, 

e. The evidence collected shows that the same amount was deposited back 
In the bank accounts of the sugar mills by its employees. This amount is 
shown and kept in accounts as "advance from customers". The sugar 
mill was saving money by overstating the procurement of sugarcane 
while the profits for the respective periods were understated causing tax 
evasions and loss to the national exchequer, The team enquired from 
the cashiers about this amount and they confessed that they themselves 
deposited the amount in company's account. Balance differential 
amounts of Rs. 905.28 miilion were treated as "Advances from 
Customers in 2017-18" and "Contract Liabilities in 2018-19". 


Table 31: Difference of Amounts Withdrawn and Actual Payments to Growers 


Year 

Amount 

withdrawn for 
payments to 
Growers @ Rs 
180/40 Kg 

Actual amount 
paid to Growers 

Difference of 
withdrawals and 
actual payments 
to growers 

For Season 2018-19 

Rs. 3,423,186,357 

Rs. 3,293,840,542 

RS. 129,599,739 

For Season 2017-11 

Rs. 4,537,491,194 

Rs. 3,761,811,268 

RS. 775,679,926 

Total 

Rs. 7,960,677,551 

Rs. 7,055,651,810 

RS. 905,279,665 


Source: Data obtained from Al-Mciz 1 Sugar Milt and calculations done by the Team 


f. These "advances from customers" and "contract liabilities" were created 
and the amounts were recorded against the name of persons who have 
no concern with these amounts and they even don't know about these 
amounts. 

g. The balance differential amounts were deposited in the Al-Moiz 1 bank 
accounts. This fact was established by obtaining the deposit slips and the 
depositing person's name and CNIC on the deposit slips from the bank. 
When contacted, they disclosed that they have never deposited any 
money in the company's bank account. 

h. To adjust this differential amount gradually in their bank accounts, the 
Mill booked sales of sugar at higher prices with a difference of average 
Rs. 5-10 per Kg against un-registered sugar sales [to fake/unknown 
persons without their consents), Al-Moiz 1 booked sales at high price 
(with difference of average Rs. 10/Kg) against same number of bags and 
transport dispatch slip (Bilti) number. 

i. Similar practices have been observed in Al-Moiz II sugar mills. A random 
survey conducted in the assigned area of the sugar mills revealed that 
the sugar mill purchased cane at price from Rs.140 to Rs.160 (while the 
minimum support price was Rs. 180 per kg.) as testified by the growers 
in their statements. Examination of mills books of accounts revealed 
that the mill issued Cane Purchase Receipts (CPRs) to the 
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growers/suppliers of cane @ Rs.180. However, the evidence collected 
from the growers and information gathered from other sources 
indicates that in actual, the growers were paid (g> Rs.140 to Rs.160. 

j. Instead of making payments for the purchased cane to growers from 
Bank, the mill management itself withdrew heavy cash amounts from 
the Sank and distributed cash to the growers at the aforementioned 
rates against the CPRs. In an act of concealment of actual price paid to 
the growers, the sugar mills booked the CPRs @ Rs.180 per 40 kg. 
Statements of growers (81} from district Bhakkar and district Mianwali 
confirm that mills purchased sugar cane from them at reduced price for 
the crushing season 2017-18 in sheer violation of support price fixed by 
the provincial government 

k. While examining the bank statements of the company, it was noticed 
that various suspicious online cash deposit transactions have occurred of 
amounts ranging between Rs.900,000/- to Rs. 1,000,000/- from HBL 
Bhakkar to company's HBL account in Mianwali Branch from April-2018 
to May-2013. The total sum of these transactions is Rs.610,594,687. 

l. On further examination of the books of account of company, it was 
revealed that above mentioned online cash deposit transactions in the 
sum of Rs, 610,594,687/- have been booked by the company as advance 
from customer against 93 customers in the range of Rs.6,600,000 to 
Rs,7,OQO,QOO each. While analyzing the advance from customers, it was 
discovered that there was no significant movement in the entries of 
above 93 customers. This created doubt on the genuineness of these 
transactions as the "advances" had remained dormant for a 
considerably long period of time without any justification, 

m. As the advance from customers involved heavy amounts, therefore field 
verification of 43 individuals, out of total 93, belonging to district 
Mianwali was conducted whose name and CNICs were used in the 
subject list of "advances from customers" of sugar, It was discovered 
that CNIC numbers and names of truck drivers employed with goods 
transport companies as well as some other irrelevant individuals were 
used to justify the subject amount who neither had the financial worth 
to make an advance to the company worth Millions of rupees, nor had 
anything to do with the business of sale/purchase of sugar. The so-called 
customers expressed ignorance of any advance forwarded by them to 
sugar mills. 

n. The list of names and CNICs of persons, depositing Rs,610,594,687, was 
extracted from bank statement of company, The money was deposited 
in HBL Mianwali Branch. A total amount of Rs.232,699,000 was 
appearing in bank statement along with CNICs of the person depositing 
the cash amount. These CNICs were tallied with salary register of the 
company and it was discovered that these CNICs were of persons who 
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were on the payroll of the company during the crushing season 2017-18. 
The remaining amount was appearing in bank statement with name of 
the person which also matched with payroll register of the company for 
crushing season 2017-18. Ground check conducted to verify the identity 
of the depositors confirmed that these individuals were company's 
employees in 2017-18. The depositors expressed ignorance of any 
amount ever deposited by them in company's favor, 

o. The Chief Financial Officer (CFO) of the company when asked to explain 
the long outstanding advance from customers in the sum of Rs. 
610,594,687, he was unable to explain this amount and verbally 
admitted that the said amount corresponded to the price differential 
paid to the growers. He further stated that the company took up the 
matter with District Administration to allow the company to purchase 
sugar cane at lower rate during the crushing season 2017-18. Request of 
company was turned down but the company booked the CPRs at Rs.180; 
the then support price. However, the CFO of the company refused to 
provide written statement to this effect. Nonetheless it is quite evident 
that the company issued CPRs in accordance with support price and 
actually paid less to the growers. The differential amount of Rs. 
610,594,687 was booked in advance from customers account and 
parked in the company's bank accounts against fake customers. 

p. During the course of inquiry, it was also observed that there was 
difference in the ex-mill price quoted on the invoice of sold sugar and 
the prices disclosed by mill's brokers. Brokers of the company were also 
associated in the inquiry process. There was Rs.10 per kg difference in 
sales contract of 2019-20 made with Mr, Mustansar Zahoor Gogi. On 
further investigation, it was found that company was issuing invoices to 
unregistered persons @ Rs.lO/- per kg higher than actual amount 
received in the year 2019-20 and the extra amount received was being 
adjusted from the "advance from customers" in their book of accounts. 
The Marketing Manager of company when confronted with these facts 
admitted that company has been adjusting advance from customers by 
means of over Invoicing. 

q. From the above facts it is evident that the company purchased sugar 
cane at reduced rates in violation of the support price fixed by the 
Government. At the same time, the company showed the procurement 
at the minimum support price for crushing season 2017-18. The 
difference of Rs. 905 million for Unit 1 and Rs. 610 million for Unit 2, 
were re-routed to company accounts by using its employees' names and 
CIMICs, through online transactions without their knowledge. The 
company then parked the said amount as "advance from customers" in 
"trade debtors account ledger" with fake customer names. 
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r. The company reduced profit by Rs, 1,515 miElion In the year 2017-18 thus 
concealing large amount of income tax liability for the year 2017-18. 

s. The company exploited the growers by paying them less and, at the 
same time, the consumers were charged on full cost of procurement of 
sugarcane while selling the sugar. It indulged in profiteering by showing 
increased cost of production and committed tax evasion. 

t. At the time of availing subsidy, they submitted, in writing, to the 
Government that they had procured sugarcane at the minimum support 
price. 

Recomm endation 

429. The offences fall under the purview of; 

i. National Accountability Ordinance (NAO) 1999 

ii. Pakistan Penal Code, 1860 

iii. Companies Act, 2017 

iv. Sales Tax Act, 1990 

v. Income Tax Ordinance, 2001 

vi. Benami Transactions (Prohibition) Act 2017 

vii. The Price Control and Prevention of Profiteering and Hoarding 
Act, 1977 

viii. Sugar Factories Control Act, 1950 

430. The Government may refer the case to the relevant authorities as deemed 
appropriate. 

431. During the Audit of Al-Arabia Sugar Mills; 

/. The audit Team conducted the interviews of 33 growers of sugarcane who 
sold their crop to the mill for the crushing season 2017-18. According to the 
growers, the Mill gave them hand written piece of paper commonly known 
as "Kachi Parchi" on which a CPR number, name of grower and net weight 
was written. The Team collected few samples of "Kachi Parchies" from the 
growers. According to interviewed growers, they were paid on "Kachi 
Parchi" at a cash counter situated in the Mill premises and the rate varied 
from Rs. 140-160 per 40 kg, instead of minimum support price of Rs. 180 per 
40 kg. This incidentally matches with the rate quoted by the special branch 
reports in section (i) above. 

if. From the record of Al-Arabia Sugar Mills, a file named "Purchase Sheet 
Source Wise for year 2017-18" was extracted by CCW containing 1476 
pages. The net weight given in the report is 450,032,035 kg and the net cost 
is Rs. 1,690,440,198. The net weight matches the "Daily Crushing Summary 
Report" which provides the official version of the mill on crushing. However, 
there is a difference of Rs. 298.86 million between net cost of the "Purchase 
Report" and the excel files. The average cost per unit according to the excel 
sheet for 40 kg cane is Rs. 176,81 however as per the Purchase Report, the 
average cost is Rs. 153.28 per 40 kg. In addition to above, during interviews 
of growers for season 2017-18, they have stated that they were paid less 
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than the support price i.e. from Rs. 140 to Rs. 160 for 40kg, Therefore, ft 
indicates that the Systems reports were manipulated to show increased 
price of sugarcane purchase in year 2017-18. 

Hi. However, more evidence was collected from computer files in Excel format, 
which were concealed and deleted. These files were recovered and their 
analysis revealed that the files had amounts and quantities categorized as 
"R" and "1ST i.e. "Reported" and "Not Reported". "Reported" is the data 
which is reported to the Provincial & Federal Governments and audit team. 
While, "Not Reported" is the actual data for mills' own calculations and 
record and was used to conceal off-the-book production and sales. 
Moreover, most of the files were password protected but were opened by 
the audit team. 

iv. The file "Growers Payable 2019-20 - R+N" i.e. [Reported & Not-Reported) 
contains the "Reported" value of sugarcane i.e, 373,783,245 kg with cost of 
Rs. 2,167.31 million and average cost of Rs. 231.93 per 40 kg. The "Not- 
Reported" quantity of cane is 122,311,295 kg having cost of Rs. 787.39 
million with average cost of Rs. 257.50 per 40 kg. The total costs amount to 
Rs 2,954,71 million and quantity 496,094,540 kg having averages cost of Rs 
238.24 per 40 kg. this shows that the company is maintaining parallel books 
of accounts. 

v. The evidence for the year 2017-18, was found in a file named "Wet Mud 
(Conflicted copy 2019-01-01 from CKIEF-ACC-PC}" in which the Mud Sates 
Position for Season 2017-18 as on 14-11-2018 is given. Following is the 
breakup of the Cane Crushed: 

"Reported" 450,032,035 kg 

"Not Reported" 412,447,690 kg 

TOTAL 862,479,725 kg 

432. The data shows that almost half of the sugarcane procured, sugar produced and 
sold was concealed from the concerned authorities leading to tax evasion, cost 
inflation of sugar and falsification of accounts 

433. Moreover, another file named "Summary of Actual Cash Flow Oct-17 to May-18 
R+N" was also found in which the cash flow position of the Mill from 01 October 
2017 to May 24 2018 is mentioned. According to this file following is the 
breakup of the cost incurred on the Reported and Not Reported cane 
purchases: 


Reported 
Not Reported 


Rs. 1,673.12 million 
Rs. 1,384.16 million 
Rs. 3,057.28 million 


TOTAL 


Again, the data show off-the-book transactions. 


Recommendation 

434. The offences fa II under the purview of; 


i. National Accountability Ordinance (NAO) 1999 

ii. Pakistan Penal Code, 1860 
jit. Companies Act, 2017 
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iv. SalesTax Act, 1990 

v. Income Tax Ordinance, 2001 

vi. Sugar Factories Control Act, 1950 

435. The Government may refer the case to the relevant authorities as deemed 
appropriate. 

436. During the audit of Hunza Sugar Mills, Hunza Sugar Mills have been found 
making illegal deduction in payment of sugarcane procured, 

i. In order to assess the actual payments made to growers against the 
actual sugarcane supply to the Mills, it was observed that the Mills was 
involved in illegal deduction of amounts from sugarcane growers, 
especially during the year 2017-18. To substantiate further, some of the 
growers were summoned and their statements were recorded. It 
transpired that Unit - I of Mills adopted a practice to prepare CPRs at 
the notified rate of Rs. 180 per 40 kg, whereas, the actual payment 
made to growers was in the range of Rs. 148 - 160 per 40 kg. The total 
differential amount was deposited back in Mills 'Cane Payment Account' 
or in the account of M/s Hunza Ghee Mills (Pvt.) Limited. 

ii. While analyzing the bank statements of the Mills, concentrating on the 
cane payment accounts, it was observed that substantial cash credits 
were made in the said cane payment accounts, mostly by the mill's 
employees and some other private persons. Hunza Sugar Mills Unit-1 
mostly used 07 Branches of Bank Alfalah Limited for its cane payment, 
hence Bank Alfalah cane payment accounts were assessed to 
additionally uncover the background of the said payments. 

iii. During the course of forensic analysis of extracted data from computer 
system of Mills, a deleted document under the title 'Funds Required for 
Cane Payment as 2018-03-27' was retrieved. An amount of Rs. 
715,889,847 under the head of Total Discount' was found in the said 
document It was suspicious head and had no relevance with the issue of 
funds required for cane payments. 

iv. Upon further analysis, it was also revealed that out of total Rs. 715.889 
million, Rs. 363.444 million were credited in cash to the 'Cane Payment 
Accounts mentioned above' and Rs. 270.344 million 
deposited/transfer red in Hunza Ghee Mills account during the year 
2017-2018. The detail of these deposits is given below: 


Table: 32 “ Cash Deposit to Cane Payment 

Accounts Unit -1 

Branch of from where 

Credit Amounts 

cash deposited 

(2017-2018) 

Chiniot 

5,981,968 

Nankana 

11,236,108 

Khurrianwala 

46,423,280 

Jaranwala 

43.910,202 

Jhumra 

70,046,044 

Sangla hill 

1,250,528 
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437, 


433, 


Shahkot 

134,545,777 

Total 

363,443,907 


Detail of payments deposited in the bank account of Hunza Ghee Industries 
(Pvt,) Limited - from the multiple ‘Cane Payment Accounts' maintained by 
Hunza Sugar Mills - Unit -1 during the year 2017-13 are as under: 


Table: 33 - AmountsTransferred to Hunza Ghee 

Mills (Pvt.) limited 

Branch of from where 

Credit Amount 

cash deposited 

(2017-2018} 

Chak Jhumrah 

49,201,052 

Chiniot 

5,063,748 

Jaranwala 

79,487,370 

Khurrianwala 

48,017,799 

Nankana Sahib 

20,189,439 

Sangia Hill 

5,141,821 

Shahkot 

63,243,189 


270,344,428 


During Inquiry proceedings, the concerned banks were directed to provide 
particulars of above-mentioned depositors i.e. names, CNIC and contact 
number. Most of them were found to be the employees of Hunza Sugar Mills or 
the suppliers/unregistered contractor of Mills. It was revealed that low paid 
employees of Milts deposited heavy amounts of cash into the said cane 
payment account Three employees namely; Nawaz All, Allah Ditta and Afzal 
Ahmad, of Unit-1 were interrogated who disclosed that upon the instructions of 
Mills management, deductions were made from growers at the time of 
payments of CPRs. They deposited the said deducted amount into the cane 
payment account during the season 2017-13, 2018-19 and 2019-2020. The 
difference is deposited back into the payment account of Hunza Sugar Mills or 
Hunza Ghee Mills, The statements of employees of Hunza Sugar Mills who 
deposited heavy cash amounts in the above said cane payment accounts have 
been recorded. The detail of payments made by each employee is as under: 


Table: 34 - Detail of Illegal deduction of amount deposited in Cane 
Payment Accounts maintained at Bank Alfalah Limited 


Year 

Branch names of 
Bank Alfalah Ltd 

Names 

Amount 

Deposited (fts.) , 

2017-2018 

Shahkot 

Nawaz Ali 

119,900,020 

2017-2018 

Shahkot 

Allah Ditta 

7,445,909 

2017-2018 

ChakJhumra FSD 

Afzal Ahmad 

3,787,903 

2018-2019 

Shahkot 

Nawaz Ati 

54,369,328 

2019-2020 

Shahkot 

Allah Ditta 

16,855,340 

2019-2020 

Shahkot 

Nawaz Ali 

1,000,000 

Grand Total 

203,358,500 
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439, The Inquiry Team also interrogated the individual namely; Muhammad Ashraf - 
Accountant on whose system the deleted document was recovered by the 
forensic team, He submitted that he prepared this document and according to 
him due to corrupt window system; some of the files were deleted including 
this document. With regard to the respective credit of amounts, he firstly stated 
that the said amount of Rs. 715.889 million is the sale proceed of sugar and 
deposited in Cane Payment accounts, but in his reply to another question; he 
categorically denied any knowledge about how the said amount was deposited 
in Cane Payment account. Neither he could provide detail of suspected sugar 
buyers nor delivery orders, etc. He further stated that the said amount was 
deposited in the account of Hunza Ghee Mills through online transfer by the 
employees of sugar mills / cane suppliers. On the other hand, he stated that he 
has no knowledge for deposit of Rs. 270 million deposited in the account of 
Hunza Ghee Mills in 2017-18, as the same was done on the directions of Sr. GM- 
Finance. 

440, Explanation was also sought from the Auditors i.e. M/s. Amin Mudassar, 
Chartered Accountant of the Mills who explained that the said (deleted) 
document was not placed before them during the course of Audit of 2017-18 
and they are not in a position to comment upon it. 

441, In his statement before the Audit Team, Sr, GM-Finance stated that the said 
(deleted) document is neither an official document nor an important document 
for the Mills; therefore, the same was not placed before the Auditor and he 
cannot comment on this document. On the other hand, he accepted the said 
document by way of explaining that the amount of Rs. 316 million was 
deposited back in the 'Cane Payment Account'. He firstly stated that it is sale 
proceeds of sugar and ghee of Hunza Sugar and Hunza Ghee, later on he stated 
that it is the sale proceed of sugar only and provided a list of (85) suspected 
sugar buyers to the Inquiry Team. Further, with regard to deduction in amount 
@ Rs. 20 - 30/- per 40 kg from growers; he stated that as per record CPRs were 
issued with full amount and if any grower claimed deductions, the same may be 
outcome of rivalries or business enmities. 

442, Based on the list of 85 suspected sugar buyers produced by him; statements of 
few sugar buyers were recorded. According to them, they never purchased or 
entered into any agreement of sugar purchase with Hunza Sugar Mills, however, 
they only supply sugarcane to the Mills. 

443, The statements of Sr. GM-Finance and Accountant were found to be self- 
contradictory. They also changed their plea while recording statements. 
Therefore, based on the financial transactions and statement of employees / 
supplier/contractors, the Inquiry Team is of the view that the said amount was 
the illegal deduction in the amount of sugarcane at the time of payment to the 
growers during the year 2017-18. Out of Rs. 715,889 million; an amount of Rs. 
363.444 million were deposited in Cane Payment Account in different branches 
of Bank Alfalah Limited and Rs. 270.346 million were deposited through online 
transfer into the account of Hunza Ghee at Bank Alfa lah Limited, Gulberg 
Branch, Lahore. These deposits were mostly made through low paid employees 
of sugar mills or through some cane suppliers. 
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444. Based on the above, it is evident the Mills was involved in illegal deductions in 
the cane amount from the growers and found in violation of the Sugar Factories 
Control Act, 1950. 

Recommendations 

445. The offences fall under the purview of; 

i. National Accountability Ordinance (NAO) 1999 

N. Pakistan Penal Code, 1860 

m. Companies Act, 2017 

iv. Sales Tax Act, 1990 

v. Income Tax Ordinance, 2001 

vi. Benami Transactions (Prohibition) Act 2017 

vii. Sugar Factories Control Act, 1950 

446. The Government may refer the case to the relevant authorities as deemed 
appropriate. 

Illegal Weight Deductions by the Sugar Mills to Pay less to the Farmers: 

447. Not only that the sugar miNs have been paying less to the farmers as compared 
to the minimum support price but also applying undue illegal deductions in 
weight of the sugarcane. These deductions in weight further reduce the amount 
of money that farmers received against the quantity of sugarcane which they 
sell to the sugar mills. 

448. The data of Al-Moiz sugar mills CIS System of Sugar Cane and Beet procurement 
was extracted from the laptop of DGM iT Al-Moiz t sugar mill. In this, a trash 
percentage data column was detected indicating the weight of sugarcane/beet 
automatically deducted from the growers by the Mill. This Trash Percentage is 
not shown on the CPR provided by the Mill to the grower. These trash 
deductions vary from 5% to 29 %. From last three seasons 2017-2020, a total of 
70,339.473 Tons of sugar cane /beet was deducted from the growers. These 
deductions were not mentioned on CPRs which indicates that growers are not 
aware of these deductions. The mills management stated the quality of 
sugarcane/beet as reason for these deductions which is not justified as these 
deductions were made without the knowledge of the farmers. 

449. As per the sugar recovery ratios declared by the company, the additional 
undeclared amount of 70,339 M Tons of sugarcane would have produce 7,496 
M Tons of sugar. Keeping in view the average ex-mill price during these years 
the value of this undeclared sugar amounts to Rs. 431 million. 

Recommendations 

450. The offences fall under the purview of; 

i. National Accountability Ordinance {NAO) 1999 

ii. Pakistan Penal Code, 1860 

iii. Companies Act, 2017 

iv. Sales Tax Act, 1990 

v. income Tax Ordinance, 2001 

vi. Sugar Factories Control Act, 1950 
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451, The Government may refer the case to the relevant authorities as deemed 
appropriate. 

452. It has been observed that Alliance Sugar Mills Company made adjustments 
amounting to Rs. 152 million (33,886 M, Tons) in 2017-18 and Rs. 353 million 
(77,551 M. Tons) in 2018-19 against the non* variety sugar cane from grower 
payments without any legal justifications. The adjustment for current season 
2019-20 is not yet ascertained by the management. The management simply 
deduct 5% to 15% from the growers. 


Table: 35 


Sr 

0 

GROWER 

NAME 

CMC 

CANE 

WEIGHT- 

M.TON5 

CANE 

WEIGHT ■ 

MAJUND 

GROSS 

AMOUNT 

NON- 

VARAIETY 

CANE 

DEDUCTION! 

NET 

AMOUNT 

PRICE 

PER 

MAUND 


i 

JAMSHAlH 

AFGAN 

45 LD1-E553563-3 

99E.330 

Z4_.37d.750 

4-544,684 

499,914 

4,097-188 

162 

l 

FAM 5HOUKAT 

45105-5437394-5 

7SL095 

19,777.375 

3,599,^3 

395,945 

3,2B4 r D71 

162 

3 

JAM LIAOAT 

45LD1 5666651-3 

1,173.255 

29-456.375 

5361,063 

589,717 

4,336-657 

162 

4 

ATTA UL1AH 

45 LD1-H4S3699-1 

4*36.755 

I0 r l68.fi75 

1-350,737 

203,531. 

1,670-088 

162 

5 

MOOR ALL 

45 LD1-525 7SD4-1 

202.135 

5,054.875 

319,338 

101,199 

025,666 

162 


453. Furthermore, in light of the aforementioned findings, the team extended its 
examination and revealed that the Company has evaded a payment of approx. 
Rs.765 million against cane procurement. Year wise deduction in cane growers' 
payments are tabulated as below: 

Table: 36 


YEAR 

MINIMUM SUPPORT 
PRICE/ MOUND 
(SINDH) 

D1FFRENCE IN 
SUPPORT PRICE/KG 

Rs. IN MILLION 

UNDERPAID BY ALLIANCE 

2016-2017 

172 

4.30 

278.3 

2017-2018 

160-182 

4.0-4.55 

132.3 

201S-2Q19 

182 

4.55 

353.8 

TOTAL 

765 


454. It is an evidence of maintaining parallel book keeping hy the Company whereby 
they reported payments at support price to the Cane Commissioner, FBR and 
other Institutions whereas the actual payments were made below the minimum 
support price. As per clause 3 of EPD Circular No,02 of 2016 dated February 28, 
2016, federal share of cash support on export of sugar shall be provided only to 
those sugar mills which purchase sugarcane at a minimum price from the 
farmers. 
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Recommendation 

455. The offences fall under the purview of; 

i. National Accountability Ordinance, 1999 

ii. Pakistan Penal Code, 1860 

iii. Companies Act, 2017 

iv. Sales Tax Act, 1990 

v. income Tax Ordinance, 2001 

vi. Sugar Factories Control Act, 1950 

456- The Government may refer the case to the relevant authorities as deemed 
appropriate. 

457. The farmers complained that the Hamza Sugar Mills has been making illegal 
deductions in weight during the sugarcane procurement, especially in 2017- 
2018. In order to verify aforesaid complaints of the sugar growers record of the 
Company has been checked from Oracle back-end database. It has been 
observed from the data store in "Weightment Table" that gross weight is stored 
in two columns namely "GROSS_WEfGHT" and "ACTWEIGHT" and weight of 
aforesaid transactions were different in both columns and company is recording 
"Gross Weight" in CPR. Further it has been observed that in 123,825 
transactions weight of "GR05S_WEIGHT" is less than "ACTWEIGHT" by 
182,366,045 Kgs. This confirms the claim made by the growers that the 
Company made deductions from gross weight of sugarcane during 2017-18 due 
to which a loss of Rs. 820,647,180 was suffered by the growers and illegal gain 
made by the Company. Further following is the calculation of tax evasion was 
made by the Company. 


Table: 37 


Off the books sugar production from illegal deductions from 
growers 

2017-18 

Sugarcane in Kgs 

182,366,045 

Recovery ratio 

10.44% 

Sugar produced in k g 

19 r Q3^QlS 

Value of for tax purposes 

1,142,340,906 

Sale Tax eyas ion @ 3% 

91,337,272 

Further tax &>1% 

22,845318 

Total sale tax evasion from illegal deductions 

114,234,091 


458. The extra sugar, produced by the Hamza Sugar Mills, is worth more than Rs.Z.0 billion 
is "off-the-book". The team has found that the company directors seem very lucky 
enough to get their prize bond win every year and get the prize of millions of rupees 
detailed below: 

Table: 38 


Tax Year 

Name 

FIs. 

2019 

Muhammad Tayyab 

17,147,000 

2018 

Muhammad Tayyab 

31,399,500 

2017 

Muhammad Tayyab 

49,571,000 

2019 

Zulfiqar Ahmed 

25,000,000 
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2019 

Muhammad Tarlq 

9,307,000 

2018 

Muhammad Tarlq 

69,605,000 

2017 

Muhammad Tariq 

58,279,000 

2019 

Naveed Riaz 

25,000,000 

2017 

Naveed Riaz 

133,500,000 

Total 

418,808,500 


Recommendation: 

459. The offences fall under the purview of; 

f. National Accountability Ordinance (NAO) 1999 

ii. Pakistan Penal Code, 1860 

iii. Companies Act, 2017 

iv. Sales Tax Act, 1990 

v. income Tax Ordinance, 2001 

vi. Sugar Factories Control Act, 1950 

460. The Government may refer the case to the relevant authorities as deemed 
appropriate. 

Manipulation of Recovery Ratio 

461. The recovery ratio of sugar basically determines the amount of sugar that is 
produced from the Sugarcane and is calculated by conducting tests in the 
Laboratory. There are widespread allegations about the Sugar Industry that the 
recovery ratio is shown below the actual as only 0.1% change in recovery ratio 
leads to a 1% change in the production of sugar. 

462. The Commission tried to arrange for independent lab testing for ascertaining 
and verifying the calculations made by the labs of the Mills. Unfortunately, the 
crushing by the Mills had ceased by the time the teams were sent out and this 
exercise could not be carried out, 

463. The team working on Al-Arabia Sugar Mills, however managed to get the 
evidence of the malpractice which corroborates the allegation of the 
ma nlpulation of the key figure by the Sugar Mil Is to hide their real production 

464. The data retrieved From the computers of the Company showed an email from 
Muneer Ahmed < machau678@gmail.com [DGM Finance] to 
javed.shaheen@sgroup.pk on 26-4-2018 at 1:19PM containing the following 
forwarded message email already sent to: Muhammad Usman 
< usman.rnohd(5)gmaiLcom >, nadeem sd@hotmail.com with CC to Umer Majal 
< ukmaiait5>gmail.com > ( amir.sohail300@gmail.com, atif.sattar@sgroup.pk on 
25-April-2Q18 at 6:00PM with the subject of "ADJUSTMENT Of PRODUCTION" in 
which it was stated that 

Respected Sir, 

The desired figures are being attached for your kind information please. It is 
submitted that overall recovery for the period from 24-02-2018 to 06-04-2018 
will be 12.35% & as discussed with manager lab and P.D sb this recovery 

seems abnormal in the area. It can be reduced up to 10.87% by reducing 
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overall losses and maintaining the production figure of 925,200 bags. if 

allowed detail working of reduction in losses will be submitted by manager lab 
tomorrow. 

Regards, 

Muneer Ahmed Ch. 

D.G.M(Finance) 

AL-Arabia Sugar Mills Limited. 

465. The excel file attached with it contained the following data: 


AL - ARABIA SUGAR MILLS LTD 


DATE 

CRUSHING 

(M. TONS) 

RECOVERY 

% 

PRODUCTION 
: {M. TONS} 

PRODUCTION 

BAGS 

Finai Figures 06-04-2018 

450,032 

9.7472 

43,760 

875,200 

Already Reported as on 23 02-2013 

275,524 

9.5671 

24,695 

493,900 

Balance from 24-02-2018 to 06-04-2012 

174,508 


19,065 

381,300 

Add Increase 



2,500 

50,000 

For the Period as above 

174,508 

12.3576 

21,565 

431,300 

Overall Figure 

450,032 

10.2793 

46,260 

925,200 


466. Subsequently, Mr Muneer from hfs gmail email account sent another email to: 
javed.shaheen@5group.pk on 2G-April-2018 at 1:19PM with subject of "ADJUSTMENT 
OF PRODUCTION" with the following forwarded email already sent to 

To: Muhammad Usman < usrnafimohd@gmaiLcorri >. nadeem sd@hotmail.com 
with CC to Cc: Umer Majal <ukmaial@email.com >. amir.sohail300@gmatl.com. 
atif .satta r@seroup.pk on 26-April-2018 at 1:12PM with subject of 
"ADJUSTMENT OF PRODUCTION", containing the following text: 

"Respected Sir, 

Further to above the revised figures prepored by Manager Lab duly approved by 
P.D sahib are submitted as per detail working attached for your kind 
information / advise. Kindly note that total losses wili be reduced to 1.9000 

from 2.2903 with final recovery for the season as 10.3027 and production as 
925200 bags. 

Thanks & Regards. 

Muneer Ahmed Ch 
D.G.MfFinonce)" 

467. This email contained an excel file and a PD file. The excel file contained the 
same data as stated in above screen shot, while the PDF file contained the 
following data 
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TODAY 
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*34, KW 

- 

33. m 

so;, 140 


773,2M 

2,160 

364.200 

409,™ 

16, 000 ' 

ue. 4/i/ioia. 

10,DM 

£44 t m 

- 

33 

fill, 140 

A*M 


1,030 

365,230 

413,420 

14,500 ' 

ii t njittm 

3,5M 

S53.34H 

- 

33, m 

319,540 

3,501 


1,440 

366,720 

414,430 

HOOD ' 

us ifsfxaa 
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-M3.&M 
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33.860 

329,940 

A r m 

7S5 r 2Mj 

240 

366,350 

413,240 
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370,™ 
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tja t/5/ms 


075,300 

* 

33,650 

341,540 

11,700 

wi,mo 

wo 

371,440 

430,460 
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121 4/8/2018 

50,DH 

925,300 

1440 

33,100 

390,100 

150,000] 

751,900 

630 

372,040 

379,360 

- 

122: 4/7/M19 


925,200 

10,260 

45,330 

379,320 

- 

751 r 9M 


372,040 

379,360 

- 

123 4/8/201B 

- 

925,300 

400 

45,730 

979,420 

- 

m T m 


372,040 

379,360 

- 

VV 4/3/2016 

- 

925,200 

- 

45,730 

379.420 


751,300 

4,™ 

377,020 

374.880 

- 

125; 4/10/2016 


925,200 

- 

45,730 

379,420 

- 

J51.MQ 

12,550 

339.530 

362.320 

- 

12fi 4/11/2016 

- 

9!5,20Q 

- 

45.730 

079.420 

- 

751,™ 

3,240 

392,320 

359,030 

- 

127 4/12/2016 

- 

925,200 


45,730 

379.420 

- 

751,™ 

11,700 

404,820 
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411, M0 
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- 
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S.3S0 
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- 
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- 
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- 

45.730 

375,420 

- 

751.900 

5.040 

425.460 

326.440 

- 

131 4/18/2018 

. 

925,200 

- 

45,700 

379,420 

- 

751,300 

e.M 0 

413.520 

31B.9BD 

- 

13! 4/17/2018 

- 

925,200 

- 

45.780 

m* 20 

- 

751,™ 

5.320 

418,940 

311,060 

- 

133 4/18/2019 

- 

925.200 

- 

45.730 

379,420 

- 

751,900 

0,020 

446,360 

305.040 

- 

184 4/19/2018 


925.200 


45.700 

arajao 

m 

751.900 

5.720 

452.530 

299.820 
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468. The recovery ratio is around 10,40% for the "Not-Re ported" cane and maximum 
recovery was 11.24% on 3-Mar-20 and 4-Mar-20. The recovery ratio as per 
reported RT-4 for year 2019-20 IS 9.9488%, 

Recommendation 

469. The offences fall u nder the purview of; 

I. National Accountability Ordinance (NAG) 1999 

ii. Pakistan Penal Code, 1860 

iii. Companies Act, 2017 

iv. SalesTaxAct, 1990 

v. Income Tax Ordinance, 2001 

vi. Sugar Factories Control Act, 1950 

470. The Government may refer the case to the relevant authorities as deemed 
appropriate. 

471. This shows that the recovery ratio as shown by the Mills is not reliable at ail. 
There is not independent means to verify the lab results except for a Punjab 
Mobile Lab which is totally insufficient for the purpose. Keeping in view the 
importance of the correct ascertaining of recovery ratio the Government must 
invest in setting up mechanism for independent verification and testing of the 
recovery ratio. 
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Falsification of Accounts and Double/Parallel Record Keeping 

472. The Commission has come across the concealed / parallel record of account to 
hide the real procurement of sugarcane and real production and sales of sugar 
by the Mills. Almost all the sugar mills audited by the Commission, have been 
found to maintain parallel/ double record keeping and falsification of accounts 
one way or the other. Some of the methods used are; 

i. Deleted files have been recovered and analyzed which contained 
parallel/ double record of accounts. 

ii. Software manipulation to falsify the accounts. 

iil. Use of fictitious names for recording entries in the accounts. 

iv. Payment to growers through manual receipt "katchi parch!" instead of 
CPRs. 

473. The analysis of the recovered data from the Al-Arabia Sugar Mill's computers 
revealed that the Mill Management is keeping MS Excel files data (the 
"Concealed Files") which were also deleted in which the amounts/quantities 
were categorized as "R" and "N" i.e. "Reported" and "Not Reported". Reported 
is the data which is reported to the Provincial & Federal Government while Not 
Reported is the actual data for their own calculations and records. Moreover, 
most of the files were password protected and CCW-FIA team was able to open 
them, Interestingly, the "Reported" data in Concealed Files matches with the 
Data provided by the Mill Management to the Inquiry Team. While, the "N" i.e. 
Not Reported data is off-the-books and concealed. 

474. The files recovered from the computers of the company show that Al-Arabia 
sugar mills is hiding the real production of sugar and evading the government 
taxes and duties. They are also involved in off-the-book purchase of sugarcane. 
The amount of sugar show as "N" i.e. Not-Reported is as shown in the table 
below. The calculation made by the team of the amount of Sales Tax evaded on 
the "N" sales is as follows: 


Fe nod 

Qty of 
liadecktred 
Sales (bans} 

Qly of 
Undeclared 
Sales (KG) 

Value ofSales @ 
Rs.60A Per KG 

Applicable 
Sales Tax 

Rate 

Sales Tax 

Involved 

! 2017-20 tk 

751,900 

37,595,000 

2*255,700,000 

ii% 

248,127,000 

2018-2019 

15,800 

790,000 

47.400.000 

ii% 

5214.000 

! 2019-2020 

254,400 

12,720,000 

763,200,000 

17% 

83,952,000 

TOTAL 

1,1122,100 

51,105,000 

3,066,300,000 


337,293,000 


The details of By-Products and the sales tax thereon are as follows: 
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SALES TAX ON UNDECLARED BY-PRODUCTS (N DATA) 

Period 

Mollasses 

Applicable 
Sales Tax 

Rate 

Sales Tax 

Involved 

QTY 

M.TONC 

RATE 

VALUE 

2017-2018 

23,060 

5,100 

117,603,643 

17% 

19,992,619 

2018-2019 

- 


- 

17% 

- 

2019-2020 

4,985.653 

11,200 

55,839 3 14 

17% 

9,492,683 

Total: 





29,485,303 




Period 

BAGGA&S 

Applicable 
Sales Tax 

Rate 

Sales Tax 

Involved 

QTY 

M.TQMC 

RATE 

VALUE 

2017-2018 

117,828 

1,700 

200306,994 

17% 

34,052,189 

2018-2019 

- 

- 

- 

17% 

f 

2019-2020 

34,640 

3,200 

110,846,519 

17% 

18,843,908 

Total: 





52,896,097 




Period 

MUD 

Applicable 
Sales Tax 

Rate 

Sales Tax 

Involved 

QTY 

M.TONC 

RATE 

VALUE 

2017-2018 

12,373 

250: 

3,093,358 

17% 

525,870.80 

2018-2019 




17% 

- 

2019-2020 

3,669 

300 

1,100,802 

17% 

187,136.28 

Total; 





713,007 


Recommendation 

475. The offences fall under the purview of; 

i. National Accountability Ordinance (NAO) 1999 

ii. Pakistan Penal Code, i860 

lii. Companies Act, 2017 

iv. Sales Tax Act, 1990 

v. Income Tax Ordinance, 2001 

vi. Sugar Factories Control Act, 1950 

476. The Government may refer the case to the relevant authorities as deemed 
appropriate. 

Brokers & Agents Identified In ''N" Reports (Not-Reported) 

477. Al-Arabia Sugar Mill reported that the mill deals with only one broker Mr. 
Muhammad Mushtaq, proprietor of Faisal Enterprises who is a Dealer of the 
Company (through a written agreement date 20 November 2019). However, 
from the recovered computer files, it was revealed that they deal with many 
brokers sale to whom was never disclosed by the company. 
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1. Naji Sajjad Manzoor alias Haji Sajid {Broker & Dealer revealed in the 
"N ,f Reports). 

One of the brokers found in "N" files was Haji Sajjad Manzoor. The 
broker was maintaining the sales data on a website 
www.haiimanzoor.com . According to him, he was maintaining the daily 
dealing (sale & purchase) of sugar from different mills including Al- 
Arabia Sugar Mills Limited. He conducted business with the Company in 
201B-19 and 2019-20. According to him, he has sold the "Not- Reported" 
sugar to the consumers {which amounted to Rs. 260 million) and 
deposited the same with the Bank of Al-Arabia and some money was 
also handed over to Mr. Iqbal {Accounts Dept of Al-Arabia) under 
signature and to Mr. Muneer (DGM Finance). Also Mr. Iqbal paid off the 
growers, in cash, from the same amount. Haji Sajjad has provided copies 
of his transaction's ledger with Company. 

478. Yasir Mushtaq and Haji Mushtaq [Broker & Dealer revealed in the "N" 
Reports) 

Another person identified in the "N" report was Mr. Yasir Mushtaq and 
his father Haji Mushtaq who did business with the Company in all three 
years. 

479. Khawaja Imran (Broker & Dealer revealed in the Reports) 

He was also identified in the "N” report who did business with the 
Company in all three years. He provided a register containing 12 pages in 
which names of buyers along with vehicle numbers are written for 
season 2019-20. The total numbers of bags sold for the year 2019-20, 
are B6.016 having value of Rs. 317 million. According to his statement, 
he makes sales on call from Mr. Muneer (DGM of Company) and make 
cash payments to officials of the Company which include Mr. Iqbal, Mr. 
Naveed etc. 

430. Other Miscellaneous Brokers/Dealers (Broker & Dealer revealed in the "N" 
Reports) 

Other individual brokers/agents mentioned in the "N" Reports are 
Mehmood Sargodha, Noor Traders KB, Amir Waheed RWP, Latif 
Shaheen Lahore, Manzoor Lahore, Mian Waqas FSD and Saleem Khalid. 
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Sr 

No 

Broker Names 

Year 2019-20 

Reported Business 

Not Re 

ported 

Qty 

(SO kg bag) 

Amount 
(Ra in ml) 

City 
kg bag) 

A mount 
(fts in rri) 

1 

Y a sir Musbtaq 

648.000 

2266 

20,880 

77 

2 

Haji SauidKB 

- 

- 

70,943 

261 
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17 
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T 07 

23*980 

6700 

$9,278 

789 

1260 

4 


TOTAL 

903,9M) 

2236 

751900 

1,771 

1.344,298 

4M4 

15,000 

441. 


481. In addition to above another customer disclosed as Good Nature Trading 
Company (GNTCj is found. Sales made to GNTO are 9,840 bags recorded as sales 
on ll-Dec-2018 but the same is reversed on 03-Jan-2019. 


Year 

Her 

ported 

Nift-Re porte d 

Qty 

Bag of 50 kg 

Amount 

Re. in minioa 

Qty 

B*« efSO kg 

Amo nut 

Rb. in million 

2017-2018 

41.280 

103 

12,430 

30 

2018-2019 ■** 

9,840 

25 

~ 

- 


Recommendation 

482. The offences fall under the purview of; 

i. National Accountability Ordinance [N AO) 1999 

ii. Pakistan Penal Code, 1860 

Hi. Companies Act, 2017 

iv. Sales Tax Act, 1990 

v. Income Tax Ordinance, 2001 

vi. Sugar Factories Control Act, 1950 

483. The Government may refer the case to the relevant authorities as deemed 
appropriate. 
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Advances from Customers 

484. Another phenomenon being used by the Mills is to book "Advance from the 
Customers" which in reality is not an advance but in fact is a way of parking 
concealed income, 

485. There are huge amounts of money shown in the closing balances of Al-Arabia 
Sugar Mills company since last three years; these are named as "Advances from 
Customers” and also stated as "Unapplied Receipts". These amounts are shown 
related to Sugar sale and are being recorded as advances "THROUGH SUGAR 
DEALER ". Following is the month-wise outstanding advances/receipts: 


At on 29-Feb-2020 

Outstanding 

Since 

Rs in million 

Feb-2020 

379.19 













TOTAL 

379.19 


As on 3O-&j*-2018 


As ud 30-Se pl-2019 

Outstanding 

Amount 


Outstanding 

Ammmt 

Since 

Rs in miDiau 


Since 

Rs in million 

Mar-201 & 

220.37 


May-2019 

56.44 

| Apr-20] K 

93.47 


Jm-2019 

31.43 

May-20 IS 

42,05 


JuT2019 

134.69 

Jun-20IS 

241.89 


Aug-2019 

110,65 

J ul-20 IS 

103,75 


5cj>-20l9 

224. S7 

Aug-201 K 

mm 




Sep-20 IS 

430.32 




TOTAL 

1,419.87 


TOTAL 

558,09 


48G. From the above It can be seen that in year 2017-18, the Company obtained 
huge advances from the sugar customers but failed to provide the names of 
these customers to the audit team. Similarly, for years 2019 and 2020, the 
Company also obtained advances but failed to provide names of the 
customers/buyers. The Company claimed to have adjusted these advances 
against the sale of sugar subsequently. 


Particular 

Reported for 

Mot Reported for 

TOTAL for 

Value of concealed 


production of 

production 2013- 

product ton of 

Sales 


2013-20 

20 

2019-20 

Rs. In million 


(bags} 

{bogs} 

{bags) 


Production 

743,600 

254,400 

99 B., 000 


Sale 

680,001 

254,400 

934,401 

763 

Particular 

Reported for 

Not Reported for 

TOTAL for 

Value of concealed 


production of 

production 2018- 

production of 

Sales 


2018-13 

13 

2018-19 

Rs. in million 



(bags) 

(bogs) 
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Production 

1,370,900 

15,B00 

1,386,700 


Sale 

1,344,298 

15,800 

1,360,098 

47 


487. Comparison of the above amounts of Advances from Customers with the 
amounts declared in the monthly sales tax returns reveals significant 
differences. According to the record, the Company sells sugar through only one 
person t.e. Mr. Faisal Mushtaq. However, Mr. Faisal Mushtaq in his statement 
denied of depositing any such huge amounts. This clearly indicates the amount 
received by the Company is in lieu of the "Mot Reported" production. 
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Particular 

Reported for 

Not Reported for 

TOTAL for 

Value of concealed 


production of 

production Z017- 

production of 

Sales 


201M8 

28 

2017-28 

ft. in million 


(bogs} 

(bogs) 

(bogs) 


Production 

925,200 

751,900 

1,677,100 


Sale 

915,900 

751,900 

lj 667,800 

2,255 


488. Therefore, keeping in view all the above emails and the excel "N" Reported 
data, it is clear that in year 2017-18, the Company's production was in excess 
of 1.6 million bags and it understated the production. 

Recommendation" 

489. The offences fall under the purview of; 

i. National Accountability Ordinance (NAO) 1999 

ii. Pakistan Penal Code, i860 
lii. Companies Act, 2017 

lv. Sales Tax Act, 1990 

v. Income Tax Ordinance, 2001 

vi. Benami Transactions (Prohibition) Act, 2017 

vii. Sugar Factories Control Act, 1950 

490. The Government may refer the case to the relevant authorities as deemed 
appropriate. 

491. Hamza Sugar mills, ft.Y. Khan, has been concealing the quantity of sugarcane 
purchased and the sugar produced. This sugar mill company has total assets 
of more than Rs, 14 bilfion in 2019-2020 and is using one of the best 
Database System i.e. Oracle Version 11G but the im-lkensed version. The 
company is using the pirated version to save the licensing fee and also 
maneuvering the software to conceal the transactions. The team analyzed 
the entire cane purchasing process and the computer system was analyzed 
by the Cyber Investigator of FIA. 

492. The expert found that purchase data of Cane is stored in separate database 
modules year wise i.e. Cane-1718, Cane-1819 and for Finance (Store 8t 
Sates). This created suspicion as technically there is no such need in presence 
of Centralized Database Record Keeping System. However, when the 
consolidated records were verified, surprisingly it surfaced that Adjusting 
Entries popped up and were identified in Ledger Reports of the Mill whose 
in-depth analysis was conducted. It was found that purchases were being 
concealed through backend database system and adjusting through reverse 
entries. 

493. As is clear from the table below, sugarcane purchase valuing more than Rs. 
6.7 billion was concealed from the books. By concealing the purchase of the 
sugarcane and the resulting sugar produced, the company is involved in the 
overall tax evasion (GST and Road Cess) of more than Rs. 1.19 billion. 
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Table: 39 


Off the &Ooks Sugar Production and 
Loss to Exchequer 

201MS 

2018-19 

2019-20 

Total 

Sugarcane Not Shown in Record 
(Value) 

3,345,893,556 

2,221,256,936 

1,206,539,962 

6,773,690,494 

Concealed Sugarcane in Tons 

743,532 

493,613 

254,008 

1,491,153 

Recovery Ratio 

10.437ft 

10.B22ft 

10.025 % 


Concealed Sugar Produced In Tons 

77,602 

53,419 

25,464 

156,486 

Value of Concealed Sugar for Tax 
Purposes 

4,656445,513 

3,205,125,675 

1,527,860,605 

9,339,131,303 

Sale Tan Evasion 

572,491,642 

156,410,054 

259,736,303 

838,637,999 

Further Tax $ 2% 

93,122,911 

96,153,770 

a 

189,276,631 

Road Cess Deducted from Growers 
hut Wot Paid to Government 

28,116,965 

13,510,675 

9,519,097 

56,147,637 

Road Cess Company Share 

28,116,965 

13,510,675 

9,519,997 

56,147,637 

Total Sale Tax and Road Cess Evasion 
Due to Showing Less Purchases 

521,848,483 

389,585,174 

278,776,297 

1,190,209,954 


494, Further calculation of revenues and profits generated from this off-the-book 
produced sugar shows that profits worth Rs. 4,2 billion were understated and 
Corporate Tax worth Rs. 1.24 billion was evaded. The detailed calculation is 
shown in the table below. 


Table: 40 


Off the books sugar production 

2017-18 

2018-19 

2019-20 

Total 

Sugar produced [n kg from off the 
books purchases of sugarcane 

77,602,425 

53,418,761 

25,464,343 

156,485,530 

Average ex-mill price of the 

Company 

49.53 

55.73 

66.93 


Revenue from sugar produced from 
concealed sugarcane purchasing 

3,843,648,1 

10 

2,977,027,551 

1,704,328,477 

8,525,004,138 

Revenue from sugar produced from 
illegal deductions 

943,002,413 

0 

0 

943,002,413 

Revenue from sale of mol las es 

207,355,711 

209,897,091 

183,694,477 

605,947,279 

Revenue from sale of baggase 

944,032,725 

611,233,037 

3O0 r 81S,559 

1,856,081,921 

Total revenue understated in the 

financial statements 

5,938,038,9 

59 

3,798,158,273 

2,193,838,514 

11,930,035,75 

1 

cost of sales understated in the 
financial statements 

3,345,893,5 

96 

2,221,256,936 

1,206,539,962 

6,773,690,494 

profit understated in the financial 
statements 

2,592,145,3 

63 

1,576,901,342 

987,298,552 

5,156,345,257 

corporate tax evasion 

777,643,609 

457,301,339 

286,316,580 

1,521,261,578 
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495. The Company evaded tax of Rs. 2.825 billion through off the book sugar 
production from concealed sugar cane purchasing and through illegal 
deductions from sugarcane purchased form growers as illustrated below. 


Table:41 


Tax evasion 

2017-18 

2018^19 

2019-20 

Total 

Safe tax and road cess evasion 
through off the book sugar produced 
from concealed purchasing 

521,848,483 

389,585,174 

278,776,297 

1,190,209,954 

Sale tax evasion from off the books 
sugar production from illegal 
deductions from growers 

114,234,091 



114,234,091 

Corporate tax evasion 

777,643,609 

457,301,339 

286,316,580 

1,521,261,578 

Total loss to exchequer 

1,413,726,182 

846,886,563 

565,092,877 

2,825,705,623 


Recommendation 

496. The offences fall under the purview of; 

i. National Accountability Ordinance (NAO) 1999 

ii. Pakistan Penal Code, 1860 

iii. Companies Act, 2017 

iv. SalesTaxAct,1990 

v. Income Tax Ordinance, 2001 

vi. Sugar Factories Control Act, 1950 

497. The Government may refer the case to the relevant authorities as deemed 
appropriate. 

498. The analysis of the Cane database seized from the Alliance Sugar Mills and 
other Cane Database recovered by Cyber Crime Wing Team reveals hiding of 
the procurement of sugarcane and off-the-book procurement of sugarcane. 
An email was found from the Email ID of KhaSid Mehmood 
(kha1idmahmudl871@gmail.com) IT head of Alliance Sugar Mills from Qazi 
Saleem (ryksaleem@gmail.com) with the subject Query Database Fresh 
dated 12 January 2019, in which a method was provided to delete all the CPR 
serial number beyond 700000. For verification purpose the CPR Nos bearing 
serial numbers beyond 700000 were searched from the database of the 
company but no record was found, while the same records are available in 
the database recovered by the CCW Team. Initially 899 CPRs whose Serial 
Number is beyond 700000 were retrieved and the amount against these CPRs 
is 9S.2S Million Rupees. The Sales impact of this comes as under: - 
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Table :42 


Product 

Sugar Care 

Recovery 

Ratio 

Production 

(Kgs) 

Production 

(Bags/Tons) 

Rate 

Value 

Sales Ta* 

Sugar 

22,115,538 

10,84 

2,397,324 

47,946 bags 

3,025,00 

145,038,123 

15,954,193.58 

Molasses 

22,115,538 

4.24 

937,699 

937,79 

50,000.00 

46,8*4,941 

8,908,139 

Baggas 

22,115,538 

2935 

6*490,9 ID 

6,490.91 

i x bm.oo 

11683,639 

3,2 19,89 1 

Mud 

22,115,538 

3.DO 

663,456 

663.47 

375.00 

248,800 

47,272 

Total 

203,855,503 

27,129,496 


Recommendation: 

499, The offences fall under the purview of; 

i. Companies Act, 2017 

ii. SaiesTax Act, 1990 

iii. Income Tax Ordinance, 2001 

iv. Sugar Factories Control Act, 1950 

500, The Government may refer the case to the relevant authorities as deemed 
appropriate, 

501, Verification of JDW Sugar Mills data from the financial statements and 
accounting records of the Company relating to "Advances from Customers" 
for the year ended September 30, 2019 revealed that the brokers had 
deposited advances to the tune of more than Rs. 6 billion, against the sugar 
sold but not lifted. The Team analyzed the data and found out that out of the 
advances from customers aggregating to Rs. 528,344/138, an amount of Rs. 
239,192,950 [92,020 bags) related to the previous year [outstanding for more 
than 12 months). Further, Rs. 112,423,500 related to the year 2016-17 and 
related to one Mr. Afzal. A list of these advances is presented beiow: 


Table 43 


5# 

BROKER/ 
DEALER NAME 

DEALER'S NAME 

BAGS 

PURCHASED 

BAGS NOT 

LIFTED 

AMOUNT Rs. 

1 

Abad Ali 

ij:a;E Traders 

- 

■ 

526,227,746 

1 

Abad Ail 

Wall Khan 

936,000 

529,060 

1,370,275,600 

3 

AbadAli 

Musa Bha-i 

- 

62,680 

149,808,000 

4 

Haji Slddique 

Haji Siddrque 

24,000 

31,880 

81,365,200 

5 

Haji Zameer 

Ibrahim 

- 

134,440 

316,614,200 

6 

Haji Zameer 

MAI! 

282,000 

105,580 

273,991,250 

7 

Haji Zameer 

Shamim 

- 

37,440 

95,393,250 
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a 

Kh. Imran 

AJi Rata Khan 

333,600 

259,680 

710,181,450 

9 

Kh.Imran 

Tawafcgl Traders 

- 

56,300 

134,085,000 

10 

Khawaja 

Ahmed 

Khawaja Ahmed 

138,000 

70,730 

183,517,000 

11 

Mehmoad 

Ahmed 

Nawab Din Acbakzal 

72,000 

28,840 

77,966 r 50Q 

12 

Mushtaq 

Paracha 

Abdul Rehman 

377,280 

214 ,,030 

559,639,750 

13 

Mushtaq 

Paracha 

Shehbaz Khan 

- 

174,540 

408,743,650 

14 

Mu&htaq 

Paracha 

Samiuulah Khan 

463,631 

39,060 

233,320,303 

15 

Mushteq 

Paracha 

Sobaib Malik 

- 

85,700 

191,731,550 

16 

Mushtaq 

IParacha 

Afzal Khan 

- 

37,320 

101,503,000 

17 

Mustafa 

flehman 

Mustafa Rehman 

- 

24,000 

6.3,600,000 

18 

Mustansar 

Zahoor 

Nalir Khan 

25,200 

23,790 

65,765,48S 

19 

Nadeem 

M Arshad 

152,400 

142/020 

349,037,200 

20 

ftashid 

Dawood Ahmed 

60,000 

26,800 

69 r 6SC,OO0 

21 

Suhall 

Muhammad Khan 


43,340 

129,426,000 



Total 

2,869,111 

2,182,800 

6,090,777,134 


Source: Data acquired from JDW Company 


502. The Company management could not explain the reasons for the stock sold 
and not lifted for such a long time. It does rot seem plausible that brokers 
pay billions of rupees, but do not lift hundreds of thousands of bags of sugar; 
some of these purchases remained un-lifted for years. 

503. These brokers were interviewed: the written statements of two were 
recorded while others were interviewed on phone by the Audit team. They 
stated that the advances booked in their names do not belong to them. 

504. The net assets of the few of the above-mentioned brokers, as declared with 
the FBR, are as follows: 

Net Assets Worth of the Sugar Brokers for 2017 to 2019 


Table 44 


Sr. 

No. 

Name 

CNIC/NTC 

2017 

(Millions) 

2018 

(Millions) 

2019 

(M) 

1 

M. Imran TufafE 

3520111935421 

38,57 

87.22 

86.37 

2 

Kh. Mohammad Imran 

3840348485223 

67.96 

245.28 

242.21 
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3 

Ahad Ali 

352019G405651 

0.61 

166.95 

359.16 

4 

Amir Waheed 

2996976 

421,53 

569.16 

595 . m 

s 

Muhammad Aslam BhaPli 

3310002720905 

0.00 

21.98 

22.60 

6 

Yasir Mushtaq 

3320118776911 

84.60 

166.14 

166.60 

7 

Muhammad Mushtaq Piracha 

3310023229713 

80.07 

129.17 

132.96 

8 

Zameer Ahmad 

4230109081983 

112.58 

652.45 

652.71 

9 

Mateen Mustansar 

3520209903059 

35,17 

49.13 

50,32 


Recommendation 

505. The offences fall under the purview of; 

i. National Accountability Ordinance (NAO) 1999 

ii. Pakistan Penal Code, 1860 

iii. Companies Act, 2017 

iv. I ncome Tax Ordinance, 2001 

v. Benami Transactions [Proh ibition) Act 2017 

vi. The Price Control and Prevention of Profiteering and Hoarding Act, 
1977 

vii. Sugar Factories Control Act, 1950 

506. The Government may refer the case to the relevant authorities as deemed 
appropriate. 

Effect of High Debt/Equity Ratio on Cost of Production 

507. Sugar sector is the second largest manufacturing borrower, after the textile 
sector, in Pakistan. As on 29-02-2020, total outstanding borrowings, of 76 
sugar mills, were Rs. 318.023 billion from different financial institutions. Out 
of which 27 sugar mills are defaulters of various banks by an amount of Rs. 
51.485 billion. The ratio of default in sugar industry comes to around 16.19%, 
which is way higher than the country's overall default ratio of 9.30%. 
However, out of total defaulted amount, default of sugar industry with public 
sector banks is Rs. 30.403 billion or 59.05%, which is significantly higher than 
the industry average. 

508. Due to higher debt to equity ratio in sugar industry, the financial cost of 
production becomes high. This financial cost is shown, by the PSMA, as part 
of the cost of production. It means that all the financial cost is being passed 
on the consumer and he ends up paying higher price of sugar. On the other 
hands, this cost increases the overall expenses of the company and reduces 
its profits for the purpose of taxation. 

509. As per audited accounts of financial year 2018-2019 Alliance Sugar Mills had 
owner's equity of 2.5 billion and availed financial facilities of around Rs. 8.60 
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billion. Long term loans were Rs. 2.04 billion, with annual interest of Rs. 136 
million while short term loans were Rs. 6.85 billion, with annual interest of 
Rs. 380 million. The debt equity ratio is very high. Although it is not illegal to 
maintain a high Debt-Equity Ratio according to SBP & SECP regulations but 
this ratio becomes relevant when financial cost is included in the calculation 
of cost of sugar. The impact of high debt to equity ratio is Rs. 5.32 per kg of 
sugar in the current year: it was Rs. 8.24 per kg in the last year. 

Table 45 


PARTICULARS 

2018-2019 

2017-18 

IMPACT 




2013-19 

OUTSTANDING LONG TERM 

2,046,641*129 

1,518,001,178 

- 

OUTSTANDING SHOTS* TERM 

2,787,357,436 

5,643,717,394 

- 

ACCRUED MARK-UP 

253*187,621 

166,435*310 


TOTAL LOAN OBLIGATIONS 

5,087,186,186 

7,328,154,482 

- 

LONG TERM LOANS AVAILED 

892,730,000 

- 


SHORT TERM LOANS AVAILED 

7*234,710*687 

8,745*264,604 


COMPANY EQUITY 

2*544*555*290 

2,393,053,950 

- 

PROFIT AFTER TAX 

152,685,687 

298,101*433 

- 

■ f 1 NANC1AL CHARGES 

1,058,234*431 

724,027*760 

8.24/Kg 

PRODUCTION IN KG5 

127,810,000 Kgs 


Rs ,1,053,154,400 

CASH MOVEMENT FROM RYK 

- 


- 


510. The financial analysis of JDW company shows that JDW has High Debt to 
Equity Ratio. As of September 30, 2019, the company's total assets were to 
the tune of Rs. 48.26 billion, which were financed through equity of Rs 8.77 
billion (18% of capital structure) and liabilities of Rs. 39.48 billion (82% of 
capital structure). As of September 30, 2019, Long term finances amounted 
to the tune of Rs. 9 billion, whereas short term borrowings were to the tune 
of Rs. 16.5 billion. Long term debts constituted 103% of the company's 
equity. The total interest-bearing debts constituted 75% of total capital 
structure (interest bearing debt + equity). 

511. It was also noted that finance cost consumed 94% of earnings before interest 
and taxes in FY 2018-19 while the finance cost was even higher than the 
earnings before interest and taxes i.e. 107% in 2017-2018. it is pertinent to 
mention that as per the table below the impact of financial expenses 
included in the cost of sugar was quantified as per company record and it was 
found that financial expenses added Rs3.38 and Rsl.68 in the per kg cost of 
sugar for the year 2018-19 and 2017-18 respectively. 

Table 46 



2018-19 

2017-18 

Long Term Debt 

9*035*809*365 

12*736*462,987 

Total Equity 

8,772,864,476 

8,227,486,660 

LONGTERM DEBT: EQUITY 

1.03 

1.55 




Long Term + Short Term Debt 

25,549,126,375 

23*553*685*516 

Total Equity 

3,772,864,476 

3,227,436,660 
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TOTAL DEBT: EQUITY 

75:25 

74^26 




Finance cost 

3,511,600,842 

2,269,761,395 

Earnings before interest and taxes 

3,751,660,481 

2,129,003,375 

FINANCE COST AS % OF EBIT 

94 % 

107 % 




impact of financial expenses on cost of sugar per 
kg 

3,38 

1.68 


Loans to the Farmers and Gains on Inputs Sold to the Farmers Al-Moiz 

Sugar Mills: 

512. Team deputed for Al-Moiz 1 detected entries of amounts under heads of 
loans and advances to farmers in the recovered computer data. Mill's 
purchase data of fertilizers, pesticides and seed was analyzed. The 
calculations show that Mill has made profit of an amount of Rs. 135,664,666 
from this activity during the last two years. However, this gain is not 
mentioned or disclosed in its annual audited accounts of the respective years. 
This additional gain in the profit earned is not shown in the other income of 
the company but is adjusted against financial expense, which is mark-up paid 
to banks. The Company is not legally authorized to carry out business of 
micro financing without the legal permission. 

Recommendation 

513. The offences fall under the purview of; 

i. Banking Companies Ordinance, 1962 

ii. Companies Act, 2017 

iii. income Tax Ordinance, 2001 

514. The Government may refer the case to the relevant authorities as deemed 
appropriate. 


Loans to Growers by JDW: 

515. The JDW Team scrutinized the record of sugar cane procured for the crushing 
season and identified that at the time of payment of the sugarcane, certain 
deductions are made from the payments. The Team analyzed these 
deductions and it transpired that around Rs. 601 million were recovered from 
growers on account of fertilizer and pesticides provided to the growers by 
the Unit at the beginning of the sowing season. However, the Team found 
from the interviews of the growers that these deductions included an 
interest portion in addition to the actual price of the fertilizer and 

pesticides. Further, the interest rate varied from 20-30% per annum . It is 

also to pertinent to mention here that the Company made formal 
agreements on paper with the growers, along with the signature from the 
guarantors, to pay back these loans on interest. It is pertinent to mention 
that as per memorandum of the Company, the Company is not allowed to 
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engage in the business of lending and financing as the Company has not 
obtained the requisite licenses from the regulatory authorities. 

Recommendations 

516. The offences fall under the purview of; 

i. Banking Companies Ordinance, 1962 

ii, Companies Act, 2017 

ill. Income Tax Ordinance, 2001 

517. The Government may refer the case to the relevant authorities as deemed 
appropriate. 

Lending to Sugarcane Growers Al-Moiz: 

513. It has also been observed that the Company is extending loans to growers on 
account of facilitation and charging a mark-up against the extended facility 
which is contrary to the objective of facility and business clauses of Company. 
The Company has extended a loan facility to the growers against the 
facilitation towards seeds and fertilizers. Details are as under: 


Table 47 


5. No. 

SEASON 

LOAN 

AMOUNT Rs. 

MARK-UP 

AMOUNT 

Rs. 

TOTAL 

AMOUNT 

Rs. 

AMOUNT 

RECEIVED 

RS. 

1 

2017-2018 

371,554,814 

40,494,931 

412,049,745 

411,825,977 

2 

2018-2019 

248,070,938 

20,366,748 

268,437,686 

268,074,714 

3 

2019-2020 

259,500,889 

22,404,021 

281,904,910 

269,929,931 

TOTAL 

879,126,641 

83,265,700 

962492341 

949430422 

____ 


Recommendations 

519, The offences fait under the purview of; 

i. Banking Companies Ordinance, 1962 

ii. Companies Act, 2017 

iii. Income Tax Ordinance, 2001 

520. The Government may refer the case to the relevant authorities as deemed 
appropriate. 


Findings: 

521, During forensic audit, it was found that some mills were involved in illegal 
practice of providing interest-based loans to the growers in terms of cash 
and/ or kind which they cannot do without having license for the same. The 
sugar mills are also charging interest on such loans which is adjusted at the 
time of procurement of sugarcane. Further in many cases, the payment of 
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sugarcane is made by the sugar mills in form of refined sugar and that too, is 
given to the growers on higher than the ex-mill prices. 

522. Since the growers are dependent on these sugar mills for sale of their 
produce, they are exploited by the sugar mills in sugarcane procurement, 
higher interest rates on loans and delayed repayment of their dues which is 
abuse of dominant position of sugar mills. 

Recommendation 

523. The Federal Government, in consultation with the Provincial Governments, 
may look Into formulating an effective mechanism of providing low-cost 
loans to the farmers for procuring agricultural inputs. 

Illegal Enhancement in Crushing Capacity 

524. The notification No. AEA-lll-3-5/2003 (VoMlI) dated 6th December, 2006 
issued by the Secretary of Industries Department, Government of the Punjab, 
bans the enlargement of capacity through an amendment in Section 3 of the 
Punjab Industries (Control on Establishment & Enlargement) Act, 1963 
(Punjab Industries Act), the amendment is reproduced hereunder; 

For Clause 3, the fallowing shall be substituted; "No new sugar Mills shall be 
set up and no enlargement in capacity of the existing Sugar Mills is allowed in 
the Province" 

illegal Enhancement of Crushing Capacity Hunza Sugar Mills 

525. Hun;a Sugar Milis has increased crushing capacity in production of Unit II from 
6,500 to 10,000 Metric Tons crushing per day/TCD before the start of current 
crushing season (2019-2020). The Mill has increased its capacity without 
seeking permission from the Industries Department, Government of Punjab. 
This fact was verified from the statements of Deputy General Manager - 
Finance of Unit - II and Senior GM Finance - Head Office. 

526. The increase is crushing capacity is evident from the following table; which 
shows the detail of sugarcane crushing and production of sugar, bagasse and 
molasses for the last three years. 


Table: 48 - Cane Crushing; by-products along with Recovery Ratios 


5, No. 

PARTICULARS 

Season 

2017-1B 

Season 

2018-19 

Season 

2019-20 

LIMIT — II (Jhang) 

1 

Crushing Capacity (TCD) 

6 r 5G0 

e, 500 

10,000 

z 

Cane Crushed (M. Tons) 

715,818 

564,7GB 

823 r 801 

3 

Sugar Produced (M- Tons) 

61,358 

54,680 

75,385 

4 

Sugar Produced (50 Kg Bags) 

1,227,173 

1,093,600 

1,507,700 

5 

Molasses Produced (M. Tons) 

34,400 

25,150 

36,110 

6 

Bagasse produced (M. Tons) 

211,709 

167,374 

248,097 

7 

Sugar Recovery Ratio 

S.572 

9.G70 

9,155 

Source: Document duiy signed by CFO of Mills 1 
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527. Hunza sugar Mills Unit II has not only illegally enlarged its crushing capacity 
but also availed input tax credit amounting to Rs. 42.250 million for the years 
2017-2018 from the Government, on the purchase of said plant and 
machinery under section 65B of the Income Tax Ordinance, 2001. 

Recommendation 

528. The offences fall under the purview of; 

i. Companies Act, 2017 

ii. Income Tax Ordinance, 2001 

iii. Sugar Factories Control Act, 1950 

iv. Punjab industries (Control on Establishment & Enlargement) Act, 1963 

529. The Government may refer the case to the relevant authorities as deemed 
appropriate. 

Illegal Enhancement of Crushing Capacity by JDW 

530. An MS Excef sheet (image beiow, placed at Annex-E) recovered from the 
'deleted data' in the laptop of M Jaffar [Manager Accounts) reveals a 
discrepancy between the crushing capacity declared in the audited financial 
statements versus the actual crushing capacity achieved during crushing 
season 2018-19. 



n«H 

;l«r*d 


Actual Crush Inf 
Sflmn 2 01B-19 


In Latest 

Acceim-ti 

Fn Lart 
Stiimitted 

HrtUrrt 


Average 

Cruahlnv 


5 days 
Hlehait 


Tand/day 

Ton*/d»Y 

Tom/diy 

Tont/diy 

JDW Su 





JDW Unit 1 

20,000 

2O.CJ0O 

25,307 

25,559 

JDW Unit II 

10,000 

10.000 


20,315 

JDW Unit III 

J 4 F 0 O 0 

14,000 

18,785 

19,620 


44 h EJ OQ 

44,000 

G2,974 

86 f 498 

E>*hirlfl Sufir 

13,000 

13,000 

15,563 

I6,7SS 


37,00 0 

57,000 

7S,93S 

S3,253 

JK £u|ir 

6,000 

6,000 


10,653 

AKT Su£*r 


_ 

17,340 

10,474 


71,000 

G 3,000 

195,115 

112,380 


531. Three units of JDW have enhanced & enlarged the crushing capacity of 
approximately around 19,000 TCOs during the ban on enhancement / 
enlargement of crushing capacity of Sugar Mills. The Company has also 
invested Rs. 9.99 Billion during the years 2011, 2014, 2015 and 2016 on 
addition to Plant and Machinery (accumulated) on enhancement & 
enlargement of the crushing capacity of three Units of JOW. 
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Findings; 

532. Despite the complete ban, as per law, on establishment of new sugar mills 
and capacity enhancement, the sugar mills, prima-facie, have violated the law 
and enhanced their crushing capacity. 

533. Under Section 65B of the ITO-2001, the input tax credit availed by the Mills is, 
ab-initio, is inadmissible and recoverable, 

534. The purpose of ban on establishment of new sugar mills and capacity 
enhancement was to protect the cotton cultivation area from being taken 
over by the cultivation of sugarcane. The capacity enhancement is equivalent 
establishment of a new sugar mill as the figures of JDW show that it has 
enhanced its capacity by 19,000 TCD, which is almost equivalent to the 
largest sugar mill of the country. 

535. The whole purpose of the ban has been defeated and in fact, has resulted in 
giving a monopoly to the already existing large sugar producing groups. 

Recommendations; 

536. The offences fall under the purview of; 

i. Companies Act, 2017 

ii. Income Tax Ordinance, 2001 

ill. Sugar Factories Control Act, 1950 

iv, Punjab Industries (Control on Establishment & Enlargement) Act, 1963 

537. The Government may refer the case to the relevant authorities as deemed 
appropriate. 

538. It should be checked that whether all the sugar mills have complied with the 
ban on capacity enhancement and take appropriate legal action in case of 
violation. 

JDW Sugar Mills Limited's Impairment loss of Rs. 2,584.37 million on Equity 

Investment of Rs, 3,154.43 million in Faruki Pulp Mills limited (FPML) 

Brief of the case dealt in SECP in 2018 

539. Faruki Pulp Mills Limited (FPML) recommenced its trial production in 2012 
followed by second trial run in 2013, however, both were unsuccessful and 
thus it remained as a non-operational company since its incorporation in 
1991. Due to severely distressed financial and operational position of FPML, 
even its statutory auditors from 2012 onwards issued modified reports due to 
existence of material uncertainty casting serious doubt on the ability of FPML 
to continue as a going concern. 

540. However, the board of directors of JDW Sugar Mills, without informing the 
aforementioned material information to ordinary shareholders of JDW Sugar 
Mills Limited made a total equity investment of Rs, 3,154,43 million in FPML. 
Eventually, JDW Sugar Mills Limited recorded an aggregate impairment loss 
of Rs. 2,584.37 million on this equity investment in FPML, as tabulated below: 
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Table- 49 JDW Sugar Mills Limited's Equity Investment in FPML and Impairment Loss 
{Millions} 


hiMbMnt in a# FPML 

auj 

Ttrifl 

mu 

3ffl7 

M13 

2014 

2019 

201E 

2017 

20U 

2IU9 


3*&.5 

395.5 

560.5 

960,9 

660.5 

560,5 

2,044,65 

1,649.93 

1,233-37 

i 

1,233.37 

1,733.37 

Acquired during the year 


165.on 




1,404.15 


1.109.7 a 




Share {lepatft 







i.iag-.BD 





i 11 ■ 







394.67 

1,526.39 



663-11 

Owing bad an c e 

395 .SO 

560.50 

560.50 

560.50 

560.50 

2,044.65 

l r 649.9S 

1,233.37 

1,233.37 

1,233.37 

570.06 

TtftaJ investment In FPML 

395.50 

560,54 

560.50 

560.50 

560,50 

2,044.65 

2,044,65 

3,154.43 

3,154.43 

3j 154.43 

3,154.43 i 

Total Investment In fPMLlnKTermi 

3H_397% 

47.6*5%. 

47.635% 

47.6*5% 

47-335% 

43^39% 

53-533% 

57,667% 

57.667% 

57,667% 

57,667% 


541. From 2009 onwards, Mr. Jahangir Khan Tareen and his associates 
interchangeably held major shareholding in FPML amongst different 
companies under their control. JDW Sugar Mills Limited's equity investment 


in FPML increased from 38.397% to 57.667%. Meanwhile, Mr. Jahangir Khan 
Tareen and Mr. Ali Khan Tareen fully liquidated their investments in FPML by 
the year 2013 and 2016, respectively, as tabulated below: - 


Table- 50, Shareholding by Jahangir Khan Tareen and Associates in FPML (%) 



fgnn^made 


taiHliafc 


farm Amide 

FmAnudf 

fmlwak 


JwtAmids 


kmimh 

MAM£QF#tAHHOL£l£RS 

m 27-11- 

up&lS-lfl- 

m 30-U- 

UpDaD-11- 

vwm\- 

tptoH-lfl. 

npttWi- 

up-ip M-lt 

vtn2NH- 

uMto-mu- 

uptown. 


** 

m 

am 

m 

m 

m 

m 

m 

m 

m 

m 







QM1K 0.D901S 

EUDD1X 

0,0001% 

(MUM 

ftooiis 

ASKhinTsf® 


IlflSK 

15J46H 

SMI 

lUWft 

SAUK C51ML 

444ft 




Jaham^KhanTarece 


a.ocosv, 

mDMBH 

cuHnnt 






JDWStipr Milk Umita: 

jsasni 

4TJSaSN| 

aij m 

vm 

47.6S)S 

aim 

siim 

57.KH 

ST.G0* 

SJjMT* 

mm 

JK DairiEL Limited 







0.9WS 

fcSUti 


DSWfi! 

Air Mango tarns '^jUfritK 








mw* 

33.954% 


3HWJ1 

Dehaik SL'^r MUs-|PiT-| Li-n'led 








1237% 

1.237% 

L23W 

1437% 







36.120% 

ia.695^ 





Ghotci Sugir Mll^s |PVL( Limited 

mm 











Total UardHl%tt In FPML , 

53383% 

®.m 

6L3JLH 

Ml* 

EEA31S 

MJMS 

SUM 

mm 

33SUK 

93JUK 

S3J1W 


Impairment 

542. international Accounting Standard - 36 defines that "an asset must not be 
carried in the financial statements at more than the highest amount to be 
recovered through its use or sale, if the carrying amount exceeds the 
recoverable amount, the asset is described as impaired. The entity must 
reduce the carrying amount of the asset to its recoverable amount and 
recognize an impairment loss." Business assets should be tested for 
impairment when a situation occurs that causes the asset to lose value. 

Observations 

543. Mr, Jahangir Khan Tareen and Associates through JDW Sugar Mills Limited 
made equity investments of Rs, 1,484.15 million and Rs. 1,109.78 million in 
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2014 and 2016 respectively, despite possessing full knowledge of the fact 
regarding last trial production failure in 2013. On the contrary, FPML made 
no fixed capital expenditure to become commercially operational rather 
started selling its assets, 

544. No major event occurred in FPML that could have led to form the basis for 
JDW Sugar Mills Limited to record impairment foss later than 2014, It clearly 
shows that recording of impairment loss was delayed until 2016 just to have 
Rs, 3,154.43 million as equity investment from JDW Sugar Mills Limited in 
FPML, Thus, JDW Sugar Mills Limited financial statements failed to show true 
and fair view of the affairs of the company. 

545. Moreover, siphoning of JDW Sugar Mills Limited's funds through FPML, actual 
consideration paid by companies controlled by Mr. Jahangir Khan Tareen and 
his associates for frequent movement of shares of FPML amongst themselves 
and parties and the value recovered from selling the assets of FPML for Rs. 
193 million during 2009-2019, remains a prime suspicion. 

546. It was responsibility of 5ECP to take cognizance of this irregularity. The 
matter was put up to the Executive Director (CSD), Mr. Abid Hussain who 
kept this case undecided for over 7 months without any justification in 2018. 
No evidence has been found in the record provided by SECP showing 
existence of any work, analysis or review etc, being carried out by or on his 
orders during these 7 months. He dosed the case on November 29, 2018 
citing "the Auditor of JDW Sugar Mills Limited issued unqualified report in 
this regard and the company charged the impairment in 2016, In view of the 
above, the note is returned with no further action." 

Conclusion 

547. The perusal of this case warrants a full-fledged investigation into the affairs 
of JDW Sugar Mills Limited and FPML to ascertain true and fair view of state 
of affairs of companies with focus of collection of all relevant evidence 
including books of accounts, relevant bank records, share transfer 
transactions, assets sale transactions etc. This scheme of recording 
impairment loss wrongfully and causing loss to public appears to have been 
done intentionally and fraudulently, which entails detailed investigation and 
legal action against the CEO, Directors and Chief Accountant of JDW Sugar 
Mills Limited and FPML. 

548. The roie of this Executive Director (CSD-SECP) named Mr, Abid Hussain in this 
case is highly objectionable that must be investigated conclusively and 
independently. 

Recommendations 

549. The offences fall u nder the purview of; 

i. National Accountability Ordinance (NAO) 1999 

ii, Pakistan Penal Code, 1860 
ii i. Companies Act, 2017 


Page 156 of 253 


550. The Government may refer the case to the relevant authorities as deemed 
appropriate. 

Cash withdrawals from JDW bank account by Mr. Amir Waris, R$. 2.54 billion 

551. The JDW Audit Team reviewed the Cash Transaction reports of the Company 
as well as interviewed different officials of the Compa ny wherein it transpired 
that during the period under review i.e. 2017-18, 2018-19 and the current 
year, an employee of the Company namely Mr. Amir Waris withdrew around 
Rs. 2,539,700,000 from various bank accounts of the Company. The Team 
inquired from the management of the Company who attended the inquiry 
proceedings in this regard. 

552. It is pertinent to mention that the Company has submitted a generic 
statement that these cash withdrawals relate to funding of centralized 
expenses like statutory payments, utilities, import clearance costs, salaries 
and wages, entertainment, fuel, minor repair and maintenance and various 
day to day expenses. However, no specific detail regarding any single cash 
payment has been provided by the Company, 

553. The Team interviewed Aamir Waris, a cashier and rider of the Company, 
relating to cash withdrawals made by him from Company's bank accounts as 
well as various cash deposits made by him in the bank accounts of other 
associated companies and bank accounts of the director's and their families. 
He was specifically asked about some transactions wherein the amount 
withdrawn from the Company's bank account was deposited on the same day 
and the next days in the bank account of an associated company at the same 
branch at Lahore. Aamir responded that the cash deposited in the 
owners/associated company bank accounts was taken by him to the branch 
whereas at the same time the cash withdrawn from the Company's bank 
account was taken back to the office. He further stated that various safe 
deposit boxes are present at the Company Office which separately contain 
cash related to the Company, the Company's associated companies and the 
company's directors. 

554. On a specimen basis, Aamir was asked about the following transaction 
performed by him at HBL Lahore whereby he withdrew R$. 30 million from 
the bank account of the Company and deposited 28,500,000 in the account 
of JK Dairies (Pvt) Limited: 


Table 51 

Transaction D^te 

Transaction 
Amount (PKR) 

Transaction 

Account Title 

2018-04-03 

30,000,000 

Withdrawal 

JDW Sugar Mills 

2018-04-03 

6,500,000 

Deposit 

JK DAIRIES PVT 

2018-04-05 

6,500,000 

Deposit 

JK DAIRIES PVT 

2018-04-03 

5,800,000 

Deposit 

JK DAIRIES PVT 

2018-04-03 

4,200,000 

Deposit 

JK DAIRIES PVT 

2018-04-05 

3,500,000 

Deposit 

JK DAIRIES PVT 

2018-04-03 

2,000,000 

Deposit 

JK DAIRIES PVT 


28,500,000 
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555. Aamir responded that the cash deposited in JK Dairies belonged to JK Dairies 
and he brought it from the safe deposit box of JK Dairies and the Rs. 50 
million withdrawn from the bank account of the Company was taken back to 
the office and placed in the safe deposit box of the Company. It was the 
contention of Company that the safe deposit boxes placed in the Company 
office all have separate cash, yet when asked whether there was any record 
kept of deposit or withdrawal from the safe boxes, the reply was in the 
negative. In other words, the defense taken was not plausible. 

556. The Team analyzed the total cash deposits made by Aamir Waris (Rs. 
1,299,123,174) during the period under review, a summary of which is 
presented below: 


Table 52 

Account title 

Amount Rs. 

ATF MANGO FARMS 

419,860,000 

JK DAIRIES PFWATE LIMITED 

246,625,000 

MAKHDOCJM SYED AHMED MAHMOOD 

197,408,578 

ALI KHAN TAREEN 

123,62 % 154 

RAN A NASEEM AHMAD 

79.007,121 

JK SUGAR MILLS (PVT)LIMITED 

78,500,000 

PRINCELY JETS PRIVATE LIMITED 

54,500,000 

MEHAR KHAN TAREEN 

18,117,610 

SEHAR KHAN TAREEN 

17,791,220 

MARIAM TAREEN 5ETHI 

14,581,530 

AKT SUGAR MILLS 

8,000,000 

JAHANGIR KHAN TAREEN 

8,000,000 

HASAN MUNEEB 

5,000,000 

5HAUKAT KHANUM 

4,249,979 

RAMA UZAIR NASIM 

3,860,926 

UNIVERSAL BROTHERS (PVT} LTD 

3,532,100 

5AJJAD AHMAOFAKHRI 

3,505,000 

AYN TRADERS 

3,090,000 

BELALJABBAR 

3,000,000 

DEHARKI SUGAR MILLS PVT. LTD 

2,850,000 

AL-KAREEM INTERNATIONAL TRAVEL 

2,000,000 

ALSIRAJ WELFARE 

2,000,000 


1,299,123,174 


Recommendations 

557. The cash transactions are totally inexplicable and warrant further 
investigation by SECP. 

Loss Rs, 3.6 Billion by JDW on acquisition of JK Farming Systems Ltd. (private 
company owned by director's family) 

558. JK Farming Systems Ltd, (hereinafter JKFSL) was a private company owned by 
JKT Family. Its corporate farming assets were purchased by JDW on 20th 
November 2013 after paying an amount of Rs. 2.85 Billion [Cash flow 
Statements of FY 2013/14). Rs. 1.93 Billion was paid directly by JDW out of its 


Page 15S of 253 
































funds white the remaining amount was paid was JDW after obtaining loans 
Rs. 923 Million from Bank of Punjab and Faysal Bank (payable till June 2020). 
This purchase has been disclosed in the annual audited Financial Statement 
of JDW for the corresponding year. 

559. However, prior to this purchase by JDW, assets of the private family-owned 
business (JKFSl) were revalued upwards by Rs. 1.2 Billion (revealed on 
examination of an MS Excel Working Sheet recovered by the Forensic Team 
from the deleted e-mail of Alt Saeed JDW). It seems that an amount of Rs. 1.2 
Billion was over-paid and transferred from a public limited company to the 
director's personal company. 

560. Review of the audited annual financial statements of JKFSl after acquisition 
in 2014 by the JDW reveals that this 'business segment’ (JKFSL) suffered a 
net-loss of Rs. 2.2 Billion, till 30th September 2019. 

Recommendation: 

561. It seems that an amount of Rs. 1.2 Billion was over-paid and transferred from 
a public limited company to the director's personal company. This 
transaction needs further Investigation by the SECP. 

Extra Rate Charged by JDW & Cash Transfer to Deharki Sugar Mills 

562. The Team came across ledgers of a broker Mr. Abad (confiscated through 
seizure memo), wherein some sales of JDW Group were recorded to a party 
(Shahbaz Kama ban) whereas the related sales proceeds were deposited In 
the Bank Accounts of Deharki Sugar Mills (Private) Limited (a wholly owned 
subsidiary of the Company}. Further, the Team while reviewing the bank 
statements of the Company found out that huge amounts of cash were 
transferred to Deharki Sugar Mills while the financial statements of the 
Company reported a much smaller amount. 

563. During the year ended Sep 30, 2018, the Company transferred Rs. 2.7 billion 
to Deharki Sugar Mills through banking channel, however, the financial 
statements only reported Rs. 319 million as outflows. Similarly, during the 
year ended Sep 30, 2019, the Company transferred Rs. 5.4 billion to Deharki 
Sugar Mills, however, the financial statements only reported Rs. 761 million 
as outflows to Deharki. This raises serious suspicions as to the nature of funds 
transfer to Deharki Sugar Mills and whether they relate to excess sales 
proceeds transferred to a private company of the group. The Team in terms 
of letter dated April 30, 2020 has inquired from the Company into the nature 
of these transactions, however, the Company could not provide any 
justification for these transactions. 
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As per Audited Accounts 

As per Audited Accou nts : 

3 C ^ phL 9 

JO’Se 

p -18 S 

Nature 


Outflows 

Inflows 

Outflows 

Short term advances - net 

215 , 153,000 

- 


- | 

Mark up expense an Short term advances 

* 

150 , 253,989 

- 

41 . 830,327 

Mark up Income an short term advances 

- 

- 

7 , 364,502 

- E 

Sale of sugarcane 

W 6 . 300.300 

- 

756 , 503.452 


Purchase of Oagasse 

- 

533 , 070,191 

- 

276 mm 

Ketmrtursementan use of aircraft 

16 . 273.107 

- 

10 , 154,064 

- 

Rent on ?and accused an lease 

8 , 585,300 

- 

3 , 535,300 

- 

Purchase of property , plant and equipment 

- 

B 30.700 

- 

wm 

Purchase oFstore , spare parts & loose tools 

- 

77 , 010,622 

- 

- i 

Sale of £' ores r spare parts St loose tools 

1 L 0 K . 07 S 


- 

- 

Total h per Audited accounts 

MW . 0 LQ . 7 M 


L 13 . K 13 H 

iwmm 

as per Bank statements for the period 

4 , 006 . 418 , 50 ) 

5 , 437 , 353,637 

LM . 5 U 0 U i 



Recommendation 

564, The nature of funds transfer to Deharki Sugar Mills and whether thev relate to 
excess sales proceeds transferred to a private company of the group or otherwise, 
needs to be investigated by the SECP. 

Inexplicable Financial Transactions of Af Arabia Sugar Mills with Associated 
Companies 

565. The bank accounts statements of the mill were reviewed and observed that 
numerous transactions having value of more than one million were made 
between the Company and its Associated Company namely Ramzan Sugar 
Mill through Habib Bank operated by Head Office of Company. During the 
period from July 2017 to March 2020, the Company received funds 
amounting to Rs.238,GOO,000/- in this bank account from Ramzan Sugar Mills 
whereas in the same period, Company transferred funds amounting to Rs. 
519,184,646/- to Ramzan Sugar Mills from the said account. After analyzing 
the details as provided by the Bank, it is observed that during the three-year 
period transactions with Ramzan Sugar Mills Limited are as follows: 

Table S3 


Year 

TRANSFERS 

Rs in million 

RECEIPTS OTHER THAN LOAN 
Rs in million 

2017-201 & 

i 1.19S.2S 

231.38 

2018-2019 1 

120,44 

270.75 

2019-2020 

294.36 

153.84 

TOTAL 

1,610,09 

6S5.97 


From the above table for year 2017-2018 the total transfers to Ramzan Sugar 
Mil! is Rs. 1.195 billion, these transactions have not been disclosed in any 
financial statement of the company although transferred through banking 
channel, 

566, Similarly, the banking transactions of Al-Arabia show that the Company has 
transferred Rs. 402 million to Sharif Feeds Mills Ltd. and Sharif Dairy Farms 
Ltd. and received back only Rs. 98 million during the period 2017-2020. 
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Recommendation 

567. These are suspicious transactions of huge amounts and warrant further 
inquiry by SECP. 

Inexplicable Financial Transactions of Ali Traders with Alliance Sugar Mills 

568. Ali Traders Is main broker of the Alliance Sugar Mill. It is found from the Mills' 
record that that almost 92% of total local sales of Alliance Sugar is done 
through Ali Traders. However, against total sales during the years 2017-18 to 
2019-20, which amounts to Rs.15 billion, through Ali Traders, the Company 
has received Rs.18.4 billion. The additional payment of Rs. 3,4- Billion is not 
explainable. 

569. During the same period, the record of the Company shows that the Company 
has paid Rs. 2.25 billion to Ali Traders through Cash Payment Vouchers (CPV), 
Mr. Asad Hussain, owner of Ali Trader was summoned to appear before the 
Commission, but he chose not to. 

570. The Company was also given an opportunity of hearing on May 10, 2020 
before the Commission and was asked to respond on the query related to 
over receipts from Ali Traders against the sales and payments made to Ali 
Traders. The response of the Company has not been found plausible. 


DESCRIPTION 

2017-2018 

2018-2019 

2019-2020 


RAGS 

VALUE 

% 

SAGS 

VALUE 

% 

SAGS 

VALUE 

% 

All Traders 

133 MOO 

3,793,790,710 

94 

2,924,622 

8,964,909,074 

SI 

639,080 

2,218,276,483 

95 

Total Sales 

1,403,260 

4,045,958,648 


3,186,800 

9,592,160,061 


671,460 

6,336,406,385 












RECEIPTS 

FROM ALI 

TRADERS 


6,099,743,323 



8,859,341,635 



3,488,908,094 


PAYMENTS 

MADE TO Ait 

TRADERS 


1,868,384,147 



380,142,731 






Reference: Alliance AH Traders General Ledger 


Recommendations: 

571, The additional payments of Rs. 3.4 Billion to the company by Mr. Asad 
Hussain and the financial transactions of Rs. 2.25 Billion CPV from company 
to Mr. Asad Hussain are not explainable and therefore need to be 
investigated in detail. 

Conclusion and Recommendations 

572. The following urgent policy-level actions/ corrective measures are indicated: 
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I. Protection of sugarcane vs. crop area especially in the light of illegally 
enhanced crushing capacities of Sugar Mills 

ii. Direct Banking Payments Systems for bona fide cane-growers, not 
commission-agents 

iii, IR-readable barcode TAG on every sugar-bag produced for 
transparent documentation of sugar-production and sale/ supply 
chain trail's off-line/ online-monitoring by FBR 

Iv. Mandatory registration of Brokers, Sugar Dealers, Whole-sellers with 
NTN & STRN linked to their bank accounts with mandatory 
registration of go-down and automated online inventory management 
system 

v. Restoration of annual mandatory 3 rct party cost-audit requirement 
coupled with onsite and off-site examination/ investigation of all 
Sugar Mills by SECP over the next three years 

vi. Determination of sucrose-recovery percentage of sugar by PCSIft & 
NARC for various variety/areas to be published on-iine every year 
before start of crushing and premium-based recovery %age incentives 
for bona fide farmers 

vii. Online-declaration of constant Ex-Mill price for one year by every Mill 
through PSMA/ Sugar Advisory Board at the close of annual crushing 
season, after independent 3rd party cost-analysis through Ministry of 
Finance/ Industries 

Acknowledgement and Vote of Thanks 

573. In pursuance of the Notification of the Ministry of Interior no. F.5/14/202D- 
FIA dated March 16, 2020, the Commission, constituted under the Pakistan 
Commissions of Inquiry Act, 2017 to probe into the increase in sugar prices, 
has Aihamdoltiah completed the task assigned to it as per the TORs and 
presents, herewith, its Report. 

574. The Commission would like to acknowledge and thank the Honorable Prime 
Minister of Pakistan, Mr. Imran Khan, and the Honorable Cabinet Members 
for confiding in the abilities of the members of the Sugar Inquiry Commission, 
it is a matter of great honor and privilege for the Commission to serve the 
national cause by investigating an issue that has a direct bearing on the 
people of Pakistan, The Sugar Inquiry Commission reaffirms its commitment 
and support to the Government of Pakistan and pledges to stand by its 
findings. 

575. In the trying times of the pandemic of COVID-19, acknowledgement is 
especially due to the valor and relentless efforts of the forensic audit teams, 
officers and staff of FIA, ISI, ACE Punjab, 5ECP, FBR, SBP, IB, and AGPR. The 
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Com mission would also like to thank the following who provided invaluable 
support and assistance In formulation of the Report, namely; 

* Mr. Mujahld Akbar, C05, FIA 

* Mr, Ijlal Khattak, Director, FBR 

* Mr, Malik Tariq Mehmood, Director (Law), FIA 

* Mr, Hammad Javed, Additional Director, SECP 

* Mr, Tariq Mehmood, Retd, Secretary Govt, of Punjab 

* Mr, Khurram Hasan, Additional Joint Director, SECP 

* Mr. Qasim Malik, Deputy Director, ACE Punjab 

* Mr. Shahid Iqbal, PS to DG FIA 

* Syed Arshad Ali Rizvi, PSD to DG FiA 



(Muhammad G0ner Mafees) PSP 

Director General 

Anti-CorruptiorA^s^blishment, Punjab 


(Majid Hussain Chaudhry) 
Joint.Di rector 
State Bank of Pakistan 




{Dr. Bashirullah KhanTftarwat) 

Director General l&l, IR 
FBR Islamabad 




Executive [Director 
SECP.islamabad 


Director General 
Federal Investigation Agency 
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Section 2 

576. This Section provides the financial and tax analysis of each company as well 
as the index of analysis and observation in the TORs. 

Al-Arabia Sugar Mills Limited 

Year of Incorporation; 2016 

Registered Address: 55-K, Model Town, Lahore. 

Paid up capital: As per Form-A filed upto 26-l-2018;The Company's paid-up number 
of shares is 620,000 of Rs, 10 each i.e. Rs. 6.2 million. Also the Company has issued 
preference shares to financial institutions 24,781,557 of Rs. 10 each amounting to 
Rs. 247.81 million. 

Principal Business of the Company: The Company is engaged in the business of 
Sugar and Allied. 

Auditor of the Company: Kafeem & Company, Chartered Accountants 
Financial Statements: 2018 and 2019 (unaudited} 


MAJOR OBSERVATIONS: 


Sr. 

No. 

MAJOR OBSERVATIONS: 

TOR No. 

Para No. 

1. 

Fixed Assets: Depreciation cost should not be 
included in the Cost of Production 

E 

49 

2. 

Shortage of Sugar Pledged Stock 

O 

332 

3, 

Sena mi Transactions and profits 

Q 

406-407 

4. 

Falsification of Accounts and Double/Parallel 
Record Keeping 

5 

468-469 

5. 

Advances from customer 

S 

480-484 

6. 

Stock in trade: Under reporting of Sugar 

Production 

S 

484 


Directors for the years 2018,2019 and 2020: 


S. No. 

Name 

Designation 

1 

Nusrat Shehbaz 

Director 

2 

Suleman Shehbaz Sharif 

Director / CEO 

3 

Muhammad Usman 

Director (nominee of Ramzan Sugar} 
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Shareholders for the years 2018,2019 and 2020: 


Sr No 

Name of Shareholders 

No of Shares 

1 

Hamza Shehbaz Sharif 

155,000 

2 

Suleman Shehbaz Sharif, Director / CEO 

155,000 

3 

Mrs. Nusrat Shehbaz, Director 

1,000 

4 

Mrs. Zainab Suleman 

10,000 

5 

Ramzan Sugar Mills Limited 

269,990 

6 

Sharif Feed Mills Limited 

29,000 

7 

Muhammad Usman - , Director 

10 


TOTAL 

620,000 


Preference Shares and Loans: 

The Company has also issued 24,78 million Preference Shares National Bank 
of Pakistan, Bank of Punjab, Sindh Bank, Summit Bank and MCB Bank as a settlement 
of markup on privately placed TFCs (for overdue amounts of PPTFC of Abdullah Sugar 
Mills). Additionally the Company is heavily leveraged from the financing from the 
Financial Institution thorough longterm the short term loans. Breakup of Company's 
banking loans is as follows; 

a) Privately Placed TFCs Rs, 1,72634 million 

b) Syndicated Term Finance Facility-1 for BMR Rs. 978.50 milfion; 

c) Syndicated Term Finance Facility-l! for BMR Rs. 625 million; 

d) Short Term Loans Rs. 2,038 million 

In addition to above, the Company also outstanding loans from its associated 
company amounting Rs, 885 million from Sharif Feed Mills Limited and Ramzan 
Sugar Mills Limited. However it has been noted that the loan obtained from banks is 
for BMR for enhancing the capacity of the Mil! from 8000 TCD to 11,000 TCD despite 
ban imposed by the Government of Punjab since 2006 on the enhancement of the 
capacity. 

Gross Misstatement: 

The undisclosed sales for 15,400 bags amounts to Rs. 44 million in 
2019.Aceording to the Not Reported sales during 2019-20, the amount of sales 
through different brokers amounted to Rs. 809 million and the remaining sales 
were made as a adjustment with growers for purchase of cane amounting to Rs. 
126 million. 

Key Financial Ratios; 


Profitability Ratios 

2018 

2019 

Gross Profit Margin 

2.91% 

1.67% 

Net Profit Margin 

0.17% 

-13.24% 

EBITDA Margin 

2.79% 

10.30% 
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Liquidity Ratio 

2018 

2019 

Current Ratio 

1.00 

0.41 

Acid Test Ratio 

0.05 

0.01 


Leverage Ratios 

2018 

2019 

Debt Ratio 

0.69 

0.73 

Debt to Equity 

10.30 

(467.77) 


Efficiency Ratio 

2018 

2019 

Asset Turnover Ratio 

012 

0.56 

Inventory Turnover Ratio 

1.03 

3.19 

Accounts Payable ratio 

1.27 

0.82 


Horizontal and Vertical Analysis: 

Detailed Horizontal and Vertical analysis of Balance Sheet and Profit and Loss 
Account for the years ended 2018 & 2019 are tabulated as under:- 
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ion 


2018 


Ml* 

BALA.N CE SHEET HORIZONTAL AN ALYS1S 

Rs 


Rj 

2*ltW2M7 



2019 VS 2818 





Rj 



SHARE CAPITAL AND RESERVES 


Issued, subscribed &. paid-up cirpiul 

Share deposit money 

Preference shares 

Unappropriated loss 

6,200,000 
329.757,036 
247,315,570 
(3.316,642) 


6,200,099 
329,757,036 
501,336,020 
£27, R03,09 3) 

0% 

o% 

22 % 

ns% 


6,200000 
329.75 7,036 
301.386,020 
(649246,590) 

m 

0%; 

M 

2255%’ 


580,455,964 

609,539,965 

5% 

(1 L .903.534) 

-102% 

NON * CURRENT LIABILITIES 






[_uny [j-nn bans 

3,201,532,071 


2,828,550,382 

- 12 % 


2,628*277,087 

-7% 

[>uc to associated undemkipgs - Unsecured 

775,533,351 


335,549,319 

14% 


385.849,819 

0% 

LiabilitES asserts subject to fiaajte lease 

14 h 131,677 


168,043,211 

1039% 


164.808,439 

-2% 


3,991,297,099 

3,332,443,412 

-3% 

3,678.^5.395 

- 5 % 

| Deferred liabiliiies 

--L 

14,401,727 | 


14,401.727 i 


C ’UHHKINTI JAhll I I IE-S: 


Cistern puruon ofluB^* lenn feibi&i»; 

3.780,636 


365,535,684 

9569% 


403,885,322 

10% 

Shtm term bans 



2,032,561*475 

- 


1,456.240,788 

-28% 

Trade and otter payables 

784,092,264 


2.075,017.833 

165% 


1.574.114*871 

’24% 

Accural Finance eusl 

- 


138,770.581 

- 


399.380,38 5 

188% 

Taxes; payable 

- 


43,773,449 

- 


58*648,931 

34% 

l5uc to associated undertakings 

64,599,900 


* 

-100% 


29.101,478 

■ 



852.472,850 

4.655,659.022 

446% 

3,921,37! ,775 

-16% 

TOTAL EQUITY AND LIABILITIES 

5,424,125,913 

9,162,049,126 

69% 

7,602,805*363 

■ 17% 


BALANCE SHEET HORIZONTAL ANALYSIS 


2017 

As 


Ai 


201*_ 

2018 VS 2017 






20L9V5101B 

(%Rie) 


ASSETS 


MON - CURRENT ASSETS 

Property, pknl & eLjU^mew 
Longterm deposits 
Deferred (as asset 

CURRENT ASSETS 
S lores, glares & toosc tools 
S Luck n Tnulr 
Bio logical assets 

Advances, deposits, prepayments & other receivables 
Die from asocalcd i.indCTtakin^ 

Clls-Ji & bunk balance* 


3,949.945,216 


4,501,604*596 

14% 


5,982,802.577 

33% 

L. 8 88,699 


- 

-100% 


- 

0%; 




- 


- 

0% 

3,*)50.W3,!il& 

4.501,604,596 

14% 

5,982,802.577 

33% 

225*987.506 


695,533,801 

208% 


47,941.004 

-93% 

- 


1,692,195,885 

- 


1,208,652.359 

-29% 

2,939,697 


5,742,059 

182% 


11,857*082 

196% 

1,238,881,491 


2s018,694,173 

63% 


335,469,036 

-84% 

- 


208,488,813 

- 


- 

-190%: 

6.383,583 


39,789,799 

523% 


36,033,305 

'9% 

! ,473,292,097 

4,660,444,530 

216% 

1,620*002,786 

-65% 


TOTAL ASSETS 


5,424,225,913 9,162,049,126 


69% 7,602.805-363 ■ 17% 
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balance sheet vertical analysis 


Z>01? 


2018 

2019 

Rfr. 


Rs. | 

Rs. | 


SHARE CAPITAL AND RESERVES 


Issued. subscribed & paid-up capital 
fthaji; deposit money 

Prc^rcncc shares 

Unappropriated loss 

329,757,036 

247.815,570 

0,314,442) 


6^00,000 

329,757,036 

301,336,020 

(27,303,091) 

0.1% 

4% 

3% 

-0J% 


6.200,000 
329,757,036 
301,386,020 
(649,246,590) 

0.1% 

4% 

4% 

-Wa 

NON - CURRENT LIABILITIES 

^n.455,944 

609.530,965 

m 

(11,903,534} 

-0.2% 

Long Lcrm, loans 

Due Lo asHockted undertaking - Unsecured 

Liabilities against assets subject tn trrtincc lease 

DeJerred fcibilitEs 

CURRENT LiABUJTTES 

WO! .582,07] 
?7S,5SM51 
14,131,677 


2.8 2 8,550,38: 
385,849,810 
! 63,048.211 

31% 

2 % 


2.623,277.037 

335,849.31,9 

164,808,439 

55% 

!2% 

2% 

3,^1,297,099 

3.382,448,412 

14,40 L,727 

42 % 

0.2% 

3.678,935,395 

14,401,727 

43% 

0.2% 

Current purtcia ofiopfc lermliiibiHiiii 

3,7S0,6S6 


365,535,6S4 

4% 


403,885.322 

5Vo 

Short term bans 

- 


2.032,561,475 

22% 


1,450,240,788 

19% 

Trade and other payables 

7S4 <092.264 


2.07 5 H 017,333 

23% 


1^74,114,871 

2i%: 

Secured Finance cost 

- 


136,770,531 

2% 


3<J‘J,380,38S 

5% 

Taxes payable 

- 


43,773,449 

0.5% 


58,648,931 

1% 

Due to associated undertaking. 

64,599,900 


- 

- 


29,101,478 

0.4% 


852,472,850 


4.655,659,022 

51% 

3,921,371,775 

52% 

TOTAL EQUITY AND UABILJT1ES 

5424225,913 


9.162,049,126 

100% 

7,602,805.363 

KKJ% 


BALANCE SHEET VERTICAL ANALYSIS 

2017 

2018 

2019 

Rs, 

Rs. 

"/•age 

Rs. 

%a»e 

ASSETS 

NON * CURRENT ASSETS 





Property, plant & cqupment 

Loog tot deposits 

Deferred lax asset 

3,949,045,216 

1,888,600 

4,501,604,596 

49% 

5,982,802,577 

79% 

3.950,913,816 

CURRENT ASSETS 

4,501,604,596 

49% 

5,982,802,577 

79% 

Stores, spares &. loose aook 

Stock h trade 

Biobgicai assets 

Advances, deposits, prepayments & oto receipts 

Due Sum associated taxieitakiii^ 

C ash & bank balances 

225,987,506 

2,039,607 

1238,881,401 

6,383,583 

695,533,801 

1,692,195,885 

5,742,059 

2,018,694,173 

208,488,813 

39,789,799 

8% 

18% 

0.1% 

22% 

2% 

0.4% 

47,941.004 

1,208,652,359 

11,857,082 

315,469,036 

36,083,305 

1 % 

16% 

0.2% 

4% 

0.5% 


] ,473,292,097 4,660,444,530 51"/* 1,620,002,786 21% 


TOTAL ASSETS jjmMSJU 9,162,049,126 100% 7,602^05,363 100% 
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PROFIT 8t LOSS 
HORIZONTAL ANALYSIS 


2017 


Rft 


2018 


2019 

Rs 

2018 VS 2017 


Rl 

2019 VS 2018 

(%agp) 


Sales * 


893,792,917 100% 

4,691,914,447 

425% 

Cost of sales * 

- 

867,820,213 100% 4,613,578,184 

432% 

Gross profit 


25,972.704 1 00% 78,336,263 202% 




Administrative expenses 

Operating (loss )/profit 

3,316,642 

13,314.038 301% 70,491,403 429% 

(3,316,642) 

12,658,666 

-482% 7.844,860 -38% 

Finance cost ** 




30% 

- 

439,426,334 

100% 570,641: ,016 

(3,316,642) 

(426,767,668) 

12767% 

(562,796,156) 32% 






Other income 

- 

- 

- 

1,588 100% 

(3.316,642) 

(426,767,668) 12767% 

(562,794,568) 32% 






Workers' profit participation litnd 

- 

- 

- 

- 


Woikeis 1 welfare fund 

- 

- 

- 

- 

- 

Loss before Taxation 

(3,316,642) 

(426,767,668) 12767% 

(562,794,568) 32% 





Tajiatioii 

(11,172,411) 

100% 

(58,648,931) 425% 

Profit/Loss after'taxation 





(3.316.642) 

(437.940,079) 

13104% 

(621,443,499) 42% 






* amounts for year 201 if for Sales and Cost of Sales were disclosed as TEST RUN and resultant profit is adjusted/ 
capitalized in the Fixed Assets. For comparison purposes, these are reclassified here 


** amount of Finance Cost for year 2018 has been capital ted/adjusted in Fixed Assets. For comparison purposes, this 
amount is reclassified here. 
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PROFIT & LOSS VERTICAL 
ANALYSIS 

2017 


201 

8 

2019 

Ri. 

Ri« 

%«ee 

Ri. 

1 

Sales * 



893,792,917 

100% 

4,691,914,447 

100% 

Cost of sales * 



867,820,213 

97% 

4,613,578,184 

98% 

Gross profit 

- 


25,972,704 

3% 

78,336.263 

2% 

AdminEtrativE expenses 

3.316,642 


13,314,038 

1% 

70,491,403 

2% 

Operating |1o!ssVpnjfit 

(3,316,642) 


12,658,666 

1% 

7,844,860 

0,2% 

Finance cost ** 



439,426,334 

49% 

570,641,016 

12% 


(3,316,642) 


(426,767,668) 

-48% 

(562,796,156) 

-12% 







Other income 

- 


- 

0% 

1,588 

0.0% 


(3,316,642) 


(426.767,668) 

-48% 

(562,794,568) 

-12% 







Workers' pro tit participatinn fund 

- 


- 

* 

- 

- 

Workers' welfare fund 

- 


- 

- 

- 

- 

Loss before Taxation 

(3,316,642) 

(426,767,66?) 

■48% 

(562.794,568) 

-12% 






Taxation 

<- 

(11.172,411) 

-1% 

(58.648,931) 

-1% 

Prefit/Loss after Taxation 

(3,316,642) 

(437,940,079) 

-49.0% 

(621,443,499) 

-13% 






* amounts for year 2018 for Sales and Cost of Sales were disclosed as TEST RUN and resultant profit is adjusted/ 
capitalized in the Fixed Assets. Fur comparison purposes, these are reclassified here 


** amount of Finance Cost for year 201S has been capitcdteedfadjusted in Fixed Assets, For comparison purposes, this 
amount is reclassified here. 
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2917 


2018 

BALANCE SHEET HORIZONTAL ANALYSIS 

Ri 


Ri 

2*1* V51017 





SHARE CAPITAL AN D RESERVES 


2019 

Bt 

2019 VS »18 
t**ge) 


Issued, subserved Sl paid-up capital 

Share deposit money 

Preference shares 

Unapprop rated Joss 

6200,000 
319,757,036 
247, R 15,570 
(3,316,642) 

6,200,000 

329,757,036 

301,386,020 

(27,803,091) 

0%: 

0% 

22% 

738% 

6,200,000 

329,757,036 

301,386,020 

(649,246,590) 

0% 

m 

m 

2235% 

ON - CURRENT LI Aim JTTES 

580,455,964 

609,539,965 

5% 

(11,903,534) 

-302% 

Long term bans 

3.201,582,071 

2.828,550,382 

-12% 

2,628,277^87 

-7% 

Due to undertake - Unsecured 

775,583,351 

885,849,819 

14% 

885,849,S19 

0% 

Labilities ji^nst assets subject to finance lease 

14,131,677 

168,0482.11 

10B9% 

164,808,4S9 

-2% 


3,991,297,099 

3,882,445,412 

-3% 

3.67^,935.393 

-5% 

Deferred. tiabiimes 

- 

14,401.727 


14,401.727 



CURRENT UAB HJTTES 


Ciffrem portion of torus term fubiKltos 

3.780.686 


365,53 Si 84 

9569% 


403,885.322 

10% 

Short lenn tozuti 



2,032,561.475 

- 


1,456,240,788 

-28% 

Trade anl oLher payubtos 

784.092.264 


2,075,017.833 

165% 


1,574,114,871 

-24%, 

Aeenred Fianee cost 

- 


138J79.58I 

- 


399,380.385 

188% 

Taxes pebble 

- 


43,773,449 

- 


58,648.931 

34% 

Doc to associated midertairin™; 

64.599,900 


- 

- 3 00% 


29J0L478 

_LI 


852,472,850 4,655.659,022 


TOTAL EQUITY AND LIABILITIES 


5 , 424 , 215,913 * 1 , 161 , 049,126 


446% 

mi 


3,921,371 .775 


7 , 602 , 8^363 


- 16 % 


-17% 



1017 

BALANCE SHEET HORIZUN1AL AN AL YS IS 

Ri 

ASSETS 

NON - CURRENT ASSET'S 


Property, ptuti &. equip nieitf 

3,949,045,216 

Iiir¥ ^rm deposits 

l,RRS,60(t 

Deferred tax asset 



3,950.933,816 

CURRENT ASSETS 

Storey spares & fc™« took 

225.987,506 

Stock m trjde 

T 

B jobgjcal assets 

2,039,607 

Advances, deposits, prepaytinra & otter receivable 

1,238,881,403 

Due 1mm sssocHlcd undertakings 

- 

Cash & bank balances 

6 J 83,583 

1.473^92.097 

TOTAL ASSETS 

5.424J25.913 


2018 

2fl9 

Rj 

201* VS 2017 

__ 

Ri 

2019 VS 2018 


4,501,604.596 

14% 


5i?82 K 8G2.577 

33% 

- 

-100% 


- 

0% 


- 


- 

0% 

4,501,604.596 

14% 

5,982,802.577 

33% 

695.533.801 

208% 


47,941,004 

-93% 

1.692. J 95.8 R5 

- 


1,208,652,359 

-29% 

5,742.059 

182% 


11,857,082 

106% 

2,018,694,173 

63% 


315,469,036 

-84% 

208,488.813 

- 


>. 

-100% 

39.789.799 

523% 


36,083.305 

■9% 

4,660,444.530 

216% 

1,620,002,786 

-65% 

JU62.W9.126 

69% 

7.603.805J6J 

-37% 
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BALANCE SHE til VERTICAL ANALYSIS 


SHARE CAPITAL AMJ RESERVES 

LMici fiuhscrBiod & paid'up capital 
Share depose murcv 
Prefcrenue xbuim 
Unspprapra-ted bss 


WON - CURRENT LIABILITIES 

Loc^term bids 

Due Id issDciatcd undertakings - Unsecured 
L iab iries agansr assets subjesE eg frumce kE.se 


Deferred Babifcjes 

CURRENT LIABILITIES 

Current portion of bng term hahifcbs 
Short term bans 
Trtide riint uLher payables- 
Accurcd Finance cost 
Taxes payable 

Due to assoemted undertaking 


TOTAL EQUITY AND LUBLUTLES 


2017 


Ri* 


2010 


HSr 


%a&e 


2019 


Rs. 


%age 


6,200.000 
329,757.03 & 
247 h & 15,570 
(3,3 ] & M2) 


5 S0 r 45 5 r 964 


3,201,582,071 
775,533,351 
14,131,677 


3,991,297,099 


3 h 7J3Q,GSG 

784,092,264 

64,599,900 


6,200,000 
329,757,036 
301,386,020 
(27,803,091J 

0.1% 

4% 

3% 

-0.3% 


6,200,000 

329,757,036 

301.386,020 

(649,246,590) 

0.1% 

4% 

4% 

-9% 

609,539,965 

7% 

(11.903,534) 

-0.2% 

2,828.550.382 

31% 


2,628,277,087 

35% 

885,849,83 9 

10% 


885,849.819 

12% 

J68.04S.211 

2% 


164,808,489 

2% 

3,882,448.412 

42% 

3.678,935,395 

48% 

14,401,727 

0.2% 

14.401.727 

0.2% 

365 h 535,6S4 

4% 


403.885.322 

5% 

2,032,561,475 

22% 


1.456.240,788 

19% 

2,075 f 017*833 

23% 


1,574.114.871 

21% 

3 3S r 770,5Bl 

2% 


399.380.385 

5% 

43,773,449 

0.5% 


5S.648 r 93 ] 

1% 

- 

- 


29J0L47S 

0,4% 


852,472,850 


4,655,659,022 


51% 


3,921371J75 


52% 


5,424,225,913 9362,049,120 


100% TMfXfi&m 


ion% 


BALANCE SHEET VERTICAL AN ALYSIS 

2017 

2018 

im 

1 

Rs. 

Rl 

%age 

Rj. 

%fl£C j 

ASSETS 

NON - CURRENT ASSETS 




Property, phut & equipment 

Long term deposits 

Deferred tax asset 

3,949,045,216 

i.m.600 

4,501.604,596 

49% 

5,982,802,577 

79% 

CURRENT ASSETS 

3,950,933,816 

4,501,604,596 49% 5,982,802,577 

79% 

Scores, spares & loose tools 

Stock in trade 

Biological assets 

Advances, deposits, prepayments & other receivables 

Due font associated undertakings 

Cash & bank balances 

225.987.506 

2,039,607 

1,238,881,401 

6,383.583 

695,533,801 

1,692,195,885 

5,742,059 

2,018,694,173 

208,488,813 

39,789,799 

8%. 

18% 

0.1%. 

22% 

2% 

0.4% 

47,941,004 

1,208,652,359 

11,857,082 

315,469,036 

36,083,305 

1% 

16% 

0.2% 

4% 

0.5% 


1,473,292,097 4,660,444,530 51% 3,620,002,78ft 21% 


TOTAL ASSETS 


5,424,225,913 9,162,049,126 100% 7,602,805^63 100% 
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PROFIT & LOSS VERTICAL 


2017 

ANALYSIS 


Ra. 

5ak=s* 

Cost of sales * 

- 

Gross profit 

- 

AdTTTinistmrvo espouses 

3,316,642 

Operating {Loss)/profit 

(3,316,642) 

Finance coal ** 



(3,316.642) 

O ther income 



(3,316,642) 

Workers* profit participation land 
Workers' welfare food 

- 

Loss before TaiaUoii 

(3.316 h 642) 

Taxation 

- 

ProfitfLoss after Taxation 

(3,316,642) 


2018 


Ra* 


893 , 792,917 
867,820,213 


25,972,704 
L 3,3 J 4,038 


L 2,658,666 
43 9,420 >5 34 


(426,767,668) 


(426,767,668) 


(11,172,411) 


°/»*KC 


1019 


Rp- 


100 % 

97% 


4,691,914.447 

4,613,578.184 


3% 

1% 


78,336,263 
70,49 J,403 


49% 


7,844,860 
570,641.016 


-48% 

0 % 


(562,796,156) 

3.588 


-48% 


(562,794,568) 


-48% 

- 1 % 


(562,794,568) 
(58,648,931) 


-49.0% (62 ] .443,499) 




100 % 

98% 


2% 

2 % 


0 . 2 % 

12% 


- 12 % 

0 . 0 % 


- 12 % 


- 12 % 

-1% 


■ 13 % 


* am onnts for year 201 8 for Sa tes and Cast of Sales were disclosed as TEST RUF and resultant profit is adjust ed/ 
capitalized in the Fixed Assets. Far comparison purposes, these are reclassified here 


** amount of Finance (Tost for year 201S has been e ap i£ a lizedfa d/ust ed in Fixed Assets. Far comparison purposed, (his 
amount is reclassified here. 


PROFIT & LOSS 
HORIZONTAL ANALYSIS 


2017 


2018 


2019 

Ri 


K* 

201 £ VS 2017 

_( V —B e )- 


Ri 

2019 VS 201B 

__ 


Kales * 

_ 

893,792,917 

100% 

4,691,9 3 4,447 

425% 

Cosl of saJcs * 

- 

867.820,213 

100% 

4.613,573,184 

432% 

Grii.ms pm fit 

- 

25,972.704 

100% 

78,336,263 

202% 

AdiokiEtrative e?q>enses 

3,3 16,642 

] 3,314,038 

301% 

70,491.403 

429% 

Operating (los5)/profit 

(3.316,642) 

12,658,666 

-482% 

7,344,860 

-38% 

Finance cost +* 

_ 

439,426,334 

100% 

570,641.016 

30% 


(3.316,642) 

(426.767,668) 

12767% 

(562,796,156) 

32% 

Other kiconx 


_ 

_ 

1,588 

100% 


(3,3 16,642) 

(426,767.668) 

12767% 

(562,794,568) 

32% 

Workers 1 pm fit participation ftmd 

- 

- 

- 

- 

- 

Workers’ welfare fund 

- 

- 

- 

- 

- 

Loss before Taxation 

(3,316,642) 

(426.767,668) 

12767% 

(562,794,568) 

32% 

Tanaikm 

- 

(11,172,411) 

100% 

(5M,64X,931) 

425% 

PmfiL/LtfKK after Taxation 

(3,3 16,642) 

(437,940.079) 

13 L 04% 

(621,443,499) 

42% 


* amounts for year 2018 for Safes and Cost of Safes were disclosed as TEST R UN and resultant profit is adj us ted/ 
capkafized in the Fixed Assets, For com par is on purposes, these are reclassified here 


* * amount of Finance Cost for year 2018 has been capita (ized/adj us ted in Fix. ed Assets. For comparison purposes, this 
amount is reclassified here. 
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MAJOR OBSERVATIONS REGARDING TAX: 


The financial period from October 17 to September IS, for Income Tax Return 
pertains to Tax Year 2019. In Income Tax Return for the said tax year, the taxpayer 
declared Accounting profit/Loss to the tune of Rs. (13,314,039). It pertinent to 
mention that the taxpayer declared huge losses amounting to Rs. (20,673,354) after 
taking into account the admissible expenses i.e. Tax Depredation / Initial Allowance 
and others and inadmissible deduction which is allowed under section 20 & 21 of the 
Ord inance. The deta il is as under: 


Accounting Profit / (Loss) 

(13,314,038) 

Inadmissible deductions: 

1,807,225 

* Add Backs Accounting 
Depreciation 

1,807,225 

Admissible Deductions: 

9,166,541 

* Tax Depreciation /Initial 
Allowance for Current Year 

9,166,541 

lncome/(Loss) from Business 

(20,673,354) 


To ascertain the tax liability of the taxpayer, higher of the Normal Income 
Tax, Minimum Tax and Alternate Corporate tax should be taken into account and 
then tax credit u/s 65B should be allowed as deduction which reduces the tax 
liability. The rest of the liability can be set off against the withholding Income tax and 
advance Income Tax paid (if any} and created the refundable Income tax. The 
detail is as under: 


a) Normal Income Tax 

* 

b) Turnover / Tax Chargeable u/s 113 @1.25% 

11,172,411 

c)Accounting Profit / Tax Chargeable u/s 113C 

1 " 

@17% 


Higher of A,B,C (Tax Liabilitv) 

11,172,411 

Tax Credits / Tax Credit for Non-Equity Investment 

- 

in Plant and Machinery u/s 65B 



11,172,411 

Withholding Income Tax 

50,547,461 

Advance Income tax 

14,000,000 

Refundable Income Tax 

(55,996,559) 
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Findings and Recommendations: 
Tan Year 201B 


The taxpayer’s company was registered on 09,12.2016 with income tax and 
for sales tax on 27.12.2016. Being sugar industry, the taxpayer's company follows 
the special tax year started from 1st October to 30th September. 

Tax Year 2019 

The taxpayer e-filed return, declaring loss amounting to Rs. (20.673) Million. 
The return filed was deemed to have been assessed u/s 120(1) of the Income Tax 
Ordinance, 2001. Assessment record has been examined, which needs alteration as 
the assessment is erroneous in so far as pre-judicial to the interest of revenue on 
account of following reasons: 

l The taxpayer claimed depreciation initial allowance amounting to Rs. 
9.166 (M). Since, no business was conducted during the year hence, plant 
and machinery were also not used for production. Therefore, 
inadmissible allowance amounting to Rs, 9.166 (M) is required to be 
probed in terms of section 22 and 23 of the Income Tax Ordinance, 2001. 

if. As per Note 27 of Financial accounts, Salary wages and other benefits 
amounting to Rs. 323.961 (M) were shown, which includes an amount of 
Rs. 13.497 (M) on account of provision of gratuity fund. The taxpayer is 
not maintaining approved gratuity fund, hence, the provision so claimed 
is liable to be probed in terms of section 21(e) of the Income Tax 
Ordinance, 2001. 

iii. The taxpayer has claimed adjustable tax amounting to Rs. 8>943(M) under 
section 153(l)(a) of the Income Tax Ordinance, 2001, despite the fact that 
no manufacturing activity took place during the year. Therefore, the tax 
deductions so claimed falls under the ambit of FTR. 

iv. The taxpayer has claimed charity and donations amounting to Rs. 2.161 
(M) as straight deduction in contravention of section 61 of the Income 
Tax Ordinance, 2001 which states that the tax credit against declaration is 
allowable subject to fulfillment of the conditions laid down in the said 
section. 
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Alliance Sugar Mills (Private) Limited 
Year of Incorporation; 31 st May 2011 

Registered Address: 3-B, Nisar Road, Nisar Colony, Lahore Cantt., Lahore 

Paid up capital: Rupees 1,439,000,300/- [143,900,030 ordinary shares of Rs. 10/* 

each] 

Principal Business of the Company: Sugar and allied. 

Auditor of the Company; Riaz Ahmad & Company, Chartered Accountants 
Financial Statements: 2013 and 2019 (Unaudited) 

MAJOR OBSERVATIONS: 


S. No. 

Major Observations 

TOR No- 

Para No. 

1 . 

Shortage of pledged stock 

0 

336 

2. 

Benami Sales of Alliance Sugar Mills 

a 

401-405 

3. 

Purchase of Sugarcane below the 
minimum support price 

s 

420 

4. 

Illegal weight deductions by sugar mills to 
pay less to the farmers {against non¬ 
variety sugarcane) 

s 

447 

5. 

Effect of high debt/equity ratio on cost of 
production 

s 

507 


Directors for the years 2018,2019 and 2020: 


5.No. 

Names of Directors/Chief Executive 

Designation 

1 

Tarik iawaid 

Director /CEO 

2 

Mrs. Nasreen Fatima 

Director 

3 

Omar Farooq 

Director 

4 

Abdul Shakoor Khan 

Director 


Shareholders for t 


ig years Z01B, 2019 and 2020: 


SR, 

NO. 

Name 

Shares 

1 

Tarik Jawaid, Director /CEO 

10 

2 

Mrs. Nasreen Fatima, Director 

1 

3 

Omar Farooq, Director 

9 

4 

Abdul Shakoor Khan, Director 

10 

5 

RYK Mills Limited 

143,900,000 


Page 176 of 253 


































Key Financial Ratios: 


Ratios 

FY 2017-18 

FY 2018-19 




Return On Investment; 

12% 

6% 

Net Profit 

298,101,483 

152,635,687 

Total Equity 

2,393,598,389 

2,544,555,290 




Liquidity / Current Ratio: 

0.89 

0.87 

Current Assets 

5,968,418,090 

4,177,129,745 

Current Liabilities 

6,732,809,639 

4,807,313,037 




Long Term - Leverage Ratio; 

0.30 

0.33 

Long Term Debt 

1,004,788,847 

1,256,656,917 

Total Equity 

2,393,598,389 

2,544,555,290 




Total Debt - Leverage Ratio 

0.74 

0.61 

Long Term + Short Term Debt 

6,648,506,241 

4,044,014,353 

Total Equity 

2,393,598,389 

2,544,555,290 




Efficiency Ratio: 

3% 

2% 

Net Profit 

298,101,483 

152,685,687 

Total Assets 

10,301,359,046 

8,739,267,179 


Horizontal and Vertical Analysis: 

Detailed Horizontal and Vertical analysis of Balance Sheet and Profit and Loss 
Account for the years ended 2018 & 2019 are tabulated as under:- 

Horizontal and Vertical Analysis of the Balance Sheet; 



i 

Rupees in thousands 


2018 

2017 

%age 

change 





RALAN iff f 




Non-Current Assets 




Property, plant and equipment 

4,326,400 

4,327,693 

-0.03% 

Long term security deposits 

6,541 

3,706 

77% 





Current Assets 




Stores, spare parts and loose tools 

120,249 

94,205 

28% 

Stock-in-trade 

3,975,441 

3,925,457 

1% 

Trade debts 

17,159 

- 

0.00% 

Other current assets 

1,855,569 

1,092,111 

70% 





Total Assets 

10,301,359 

9,443,171 
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Shareholders' Eguity 


Non-Current Liabilities 


2,393,598 2,097,591 


14% 


Long term financing 


982,786 


1,518,001 -35% 


Other non-current liabilities 


192,165 


243,014 


- 21 % 


Current Liabilities 


Shortterm borrowings 


Current portion of non-current liabilities 


5,643,717 


4,972,818 


13% 


540,106 


382,225 


41% 


Other current liabilities 


548,986 


229,522 


139% 


Total Equity and Liabilities 


10,301,359 


9,443,171 


(Rupees in thousands} 



2018 

Vertical 

Analysis 




BALANCE SHEET: 



Non-Current Assets 



Property, plant and equipment 

4,326,400 

42,00% 

Long term security deposits 

6,541 

0.06% 




Current Assets 



Stores, spare parts and loose tools 

120,249 

1.17% 

Stock-in-trade 

3,975,441 

38.59% 

Trade debts 

17,159 

0.17% 

Other current assets 

1,855,569 

18.01% 




Total Assets 

10,301,359 

100% 




Shareholders' Equity 

2,393,598 

23.24% 




Non-Current Liabilities 



Long term financing 

982,786 

9.54% 

Other non-current liabilities 

192,165 

1.87% 




Current Liabilities 



Short term borrowings 

5,643,717 

54.79% 

Current portion of non-current liabilities 

540,106 

5.24% 

Other current liabilities 

548,986 

5.33% 




Total Equity and Liabilities 

10,301,359 

100% 
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Horizontal and Vertical Analysis of the Profit and Loss Statement: 


INCOME STATEMENT: 




Sales 

6,609,505 

2,522,209 

162% 

Gross Profit 

1,115,002 

515,724 

116% 

EBITDA 

1,273,074 

814,428 

56% 

Distribution expenses 

85,654 

15,735 

444% 

Administrative expenses 

143,292 

100,474 

43% 

Other expenses 

14,139 

2,772 

412% 

Financial expenses 

724,028 

471,146 

54% 

Other Income 

82,183 

104,583 

-21% 

Profit Before Tax 

230,022 

30,180 

662% 

Profit After Tax 

293,101 

108,718 

174% 





INCOME STATEMENT: 



Sales 

6,609,505 

10000% 

Gross Profit 

1,115,002 

16.87% 

EBITDA 

1,273,074 

19.26% 

Distribution expenses 

85,654 

1.30% 

Ad m i n i strat i ve exp e nses 

143,292 

2.17% 

Other expenses 

14,189 

0.21% 

Financial expenses 

724,028 

10.95% 

Other Income 

82,183 

1.24% 

Profit Before Tax 

230,022 

3.48% 

Profit After Tax 

298,10lJ 

4.51% 


Horizontal and Vertical Analysis of the Balance Sheet: 
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Total Assets 

8,739,267 

10301359 


Shareholders' Equity 

2,544,555 

2393,598 

6% 





Non*Current Liabilities 




Longterm financing 

1,221,304 

982,786 

24% 

Other non-current liabilities 

166,094 

192,165 

-13% 





Current Liabilities 




Short term borrowings 

2,787357 

5,643,717 

-51% 

Current portion of non-current liabilities 

834,025 

540,106 

54% 

Other current liabilities 

1,185,931 

548,986 

116% 





Total Equity and Liabilities 

8,739,267 

10,301359 




{Rupees in thousands) 


2019 

Vertical 

Analysis 

BALANCE SHEET: 



Non-Current Assets 



Property, plant and equipment 

4,552,148 

52.09% 

Long term security deposits 

9,989 

0.11% 




Current Assets 



Stores, spare parts and loose tools 

139,146 

1.59% 

Stock-in-trade 

2,293,270 

26.24% 

Trade debts 

452,108 

5.17% 

Other current assets 

1,292,605 

14.79% 




Total Assets 

8,739,267 

100% 




Shareholders' Equity 

2,544,555 

29,12% 




Non-Current Liabilities 



Longterm financing 

1,221,304 

1397% 

Other non-current liabilities 

166,094 

190% 




Current Liabilities 



Short term borrowings 

2,787357 

31.89% 

Current portion of non-current liabilities 

834,025 

9.54% 

Other current liabilities 

1,135,931 

13.57% 




Total Equity and Liabilities 

8,739,267 

100% 
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Horizontal and Vertical Analysis of the Profit and Loss Statement: 


INCOME STATEMENT: 



Sales 

9,246,115 

6,609,505 

40% 

Gross Profit 

1,557,407 

1,115,002 

40% 

EBITDA 

1,486,997 

1,273,074 

17% 

Distribution expenses 

32,368 

85,654 

-62% 

Ad m i n i st rative expe rises 

169,996 

143,292 

19% 

Other expenses 

66,031 

14,189 

365% 

Financial expenses 

1,058,234 

724,028 

46% 

Other Income 

10,700 

82,183 

-87% 

Profit Before Tax 

241,479 

230,022 

5% 

Profit After Tax 

152,686 

298,101 

-49% 





INCOME STATEMENT: 



Sales 

9,246,115 

100.00% 

Gross Profit 

1,557,407 

16.84% 

EBITDA 

1,486,997 

16.08% 

Distribution expenses 

32,368 

0.35% 

Administrative expenses 

169,996 

1.84% 

Other expenses 

66,031 

0.71% 

Financial expenses 

1,058,234 

11,45% 

Other Income 

10,700 

0.12% 

Profit Before Tax 

241,479 

2.61% 

Profit After Tax 

152,686 

1.65% 


MAJOR OBSERVATIONS REGARDING TAX: 

Analysis of Income Tax Declaration: 

Analysis of Income Tax retorn filed by the company for tax year 2019 show following? ' 

results: 


Tax Years 

20X9 

Special Tan Year/Period 

01-OCT-2017 - 30-Se p-2013 

Grass Revenue 

6,609,504,314 

Domestic Sales 

3,933,647,235 

Export Sales 

2,675,357,379 

Cost of sales 

5,494,502,132 

Opening Stock 

3,930,982,914 

Net Purchases 

4,895,143,379 

Consumed 

4,844,359,714 

Direct Expenses 

650,142.418 

Closing Stock 

3,981,766,579 

Gross Profit 

1,115,002,482 
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Other Revenues 

82, 183,280 

Share in Taxed AGP 


Management, Ad ministrati we! Selling & 
Financial Expenses (In cl. Financial Charges] 

896,004,415 

Profit on Debt { Financial Charges} 

724 r 027J60 

Other Indirect Expenses 


Accounting Profit / (Loss) 

230,022,356 

Inadmissible deductions: 

215,650,052 

Add Backs Provision for Obsolete Stocks/ 
Stores /Spares / Fixed Assets 

1,622,532 

Add Backs u/s 2l(i) Provision for Reserves / 
Funds /Amount carried to Reserves / Funds 
or Capitalized 

25,791,989 

Add Backs Tax Gain on Sale of Assets 

7,993,614 

Other Inadmissible Deductions 

2,376,151 

Add Backs Accounting Depredation 

187,865,966 

Admmble Deductions: 

472,209,914 

Tax Depreciation / Initial Allowance for 

Current Year 

374,043,551 

Other Admissible Deductions 

97,107,507 

Tax (Loss) on Sale df Assets 

960,861 

Unabsorbed Tax Depreciation for Previous 
Years 

■ 

!ncome/(Loss} from Business 

44,541,405 


The Income Tax Return for the said tax year show that the company has declared 
nominal income amounting to Rs. 44,541,485 after taking into account the 
admissible expenses. 



2017 

2018 

2019 

GP Ratio 

17.89% 

20.10% 

16.87% 

Cost of Sales to Sales Ratio 

82.11% 

79.90% 

83.13% 

Raw Material to Cost Ratio 

88.59% 

77.29% 

88.17% 

Tax Depreciation to Gross Revenue Ratio 

8.97% 

19.24% 

5.66% 

Financial Charges to Total Indirect 
Expenses Ratio 

69.51% 

81.36% 

80.80% 


As can be seen above, the financial charges claimed by the company are very 
huge which indicates its pledging or loan facilities from the banks. The company 
shows83.13% cost of sales to sales ration which is on higher side for tax year 2019. 
Major part of cost of sales is the purchase of sugar cane which is undocumented and 
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hence ail the companies, including Alliance Sugar Mills has room to manipulate its 
cost of sales. 

Similarly, Alliance Sugar Mills has also availed the tax credits u/s 65 B of 
Income Tax Ordinance, 2001 and has adjusted all its liability against the same. 
Therefore, its actual contribution to exchequer in terms of income tax payment is 
very minimal, as can be seen below: 


Tax Liability 

49,170,590 

Tax Credits/Tax Credit for Non-Equity 
Investment in Plant and Machinery u/s 

658 

55,951,663 


(6,781,073) 

Withholding Income Tax 

54,245,165 

Advance Income tax 

15,426,438 

Refundable Income Tax 

(56,638,111) 


Findings and Recommendations: 

Complete audit of income tax affairs is recommended in this case. 

It is found from above analysis that the taxpayer Is contributing very little to 
government exchequer The tax deducted during last five years have been adjusted 
against tax liability and remaining amount I claimed as refund. 

There are excessive cash withdrawals observed in this case. It is 
recommended that information be sought from all banks regarding second parties 
details. This will also enable the tax authorities to trace the benami persons 
involved in sale of sugar. 
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Al-Moiz Industries Limited 
Year of Incorporation: 2005 

Registered Address; 2 D-l, GuJfaerg III, Lahore 54000, Punjab-Pakistan 

Paid up capital: Rs.3,200,000,000 

Principal Business of the Company: Sugar and Allied 

Auditor of the Company; Rahman Sarfraz Rahim Iqbal Rafiq, Chartered Accountants 
Financial Statements; 2018 and 2019 


MAJOR OBSERVATIONS: 


s# 

MAJOR OBSERVATIONS 

TOR NO, 

Para No. 

1 . 

Benami transactions in the sale of sugar stock 

Q 

390 

2. 

Purchase of Sugarcane below the minimum 
support price 

S 

420 

3. 

Fictitious "advances from customers" used for 
parking differential cane payment amount illegally 
withheld from growers 

5 

428 (e) 

4. 

Concealment of income Tax by showing reduced 
profit 

S 

428 (r) 

S. 

Profiteering by showing increased cost of 
production 

S 

428 (s) 

6. 

Illegal weight deductions of sugarcane and beet 

S 

448 

7, 

Falsification of Accounts and Double/Parallel 

Record Keeping 

S 

472 


Directors for the years 2018, 2019 and 2020: 


S. No 

Names of Directors/Chief Executive 

Designation 

1 . 

Mr. Muhammad Shamim Khan 

Chairman/Chief Executive 

2. 

Mr. Nauman Ahmed Khan 

Managing Director 

3. 

Mr. Adnan Ahmed Khan 

Director 

4. 

Mrs. Qaiser Shamim Khan 

Director 

5, 

Mrs. Farrah Khan 

Director 

6. 

Mr. Muhammad Khan 

Director 

7. 

Mrs. Sarah H. Khan 

Director 

8, 

Mrs. Maria Razvi 

Director 


Shareholders for the years 2018, 2019 and 20Z0; 


S. No 

Name of Shareholder 

Shares 

1 

Mr. Muhammad Shamim Khan-Chairman/CEO 

125,769,100 1 

2 

Mr Nauman Ahmed Khan - Managing Director 

59,424,202 

3 

Mr, Adnan Ahmed Khan - Director 

47,526,662 
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4 

Mrs. QaiserShamim Khan - Director 

74,889,787 

5 

Mrs. Farrah Khan - Director 

7,543,149 

6 

Mr, Muhammad Khan - Director 

5,000 

7 

Mrs. Sarah H. Khan - Director 

700 

8 

Mrs. Maria Razvl - Director 

700 

9 

Mr. Rab Nawaz 

4,510,100 

10 

Mr, Muhammad Ehsan 

330,100 

11 

Abdul Hanrf 

100 

12 

Liaqat Ali 

100 

13 

Abdul Rashid Javid 

100 

14 

Muhammad Zaheer 

100 

15 

Gulzar Khan 

100 


Total 

320,000,000 


Key Financial Ratios: 


Ratios 

2018 

2019 

Return on Investment 

1.37% 

19.40% 

Liquidity Ratios: 



Current Ratio 

0.99 

0.84 

Add Test 

0.34 

0.47 

Leverage Ratios: 



Debt-to-Equity Ratio (Total Debt/Total Equity) 

5.09 

3.31 

Long-Term Debt Ratio (Long-Term Debt/(Long-Term Debt + Total 
Equity)) 

0.66 

0.60 

Total Debt Ratio (Total Assets - Total Equity)/Total Assets: 

0.86 

0.80 

Efficiency Ratio: 



Inventory Turnover = Cost of Goods Sold/Average Inventory 

1.27 

5.34 

Accounts Receivables Turnover = Revenue/Average Accounts 
Receivable 

11.39 

17.00 


Horizontal and Vertical Analysis: 

Detailed Horizontal and Vertical analysis of Balance Sheet and Profit and Loss 
Account for the years ended 2018 & 2019 are tabulated as under: - 

Horizontal and Vertical Analysis of the Balance Sheet: 


FINANCIAL ANALYSIS 

30-Sep-lR 


30-Sep-17 



Rs. 

RS. 

Issued, Subscribed and 
Paid-up Capital 

3,200,000,000 

13.43% 

3,200,000,000 

19.05% 

Reserves 

0 


0 


Accumulated Profit / (Loss) 

175.706.160 

0,74% 

S16.4SS.785 

4.86% 


3,375,706,160 


4,01G,48S,7B5 


Long Term Financing - 
secured 

4,344,657,004 

13.24% 

4,695,000,000 

27.95% 






Loan from Directors and 

2,222,460,000 

9.33% 

2,155,660,000 

12.83% 
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associates 










Liabilities Against Assets 
Subject To Finance Lease 

20,075,420 

0.08% 

5,730,266 

0,03% 






Deferred Liabilities 

159,484,363 

0.67% 

126,409,064 

0.75% 

Current Liabilities 





Shortterm Borrowings 

9,009,033,087 

37.82% 

3,148,807,929 

18.75% 

Trade and other Payable 

2,916,072,819 

12.24% 

1,575,147,712 

9.38% 

Mark-up Accrued 

166,656,961 

0.70% 

91,861,665 

0.55% 

Loans from Associates 

115,200,000 

0 48% 

0 

0.00% 

Current Portion of Long 

Term Liabilities 

1,492,913,206 

6.27% 

981,206,631 

5.84% 


13,699,876.073 


5,797,023,937 


TOTAL 

nxn.mmn 

100% 

16.796.312.052 

100% 






Property Plant & 

Equipment 

9,973,624,387 

41.87% 

9,618,087,725 

57,26% 

Intangibles 

7,693,913 

0.03% 

9,792,253 

0.06% 






Long Term Deposits 

8,800,100 

0.04% 

11,950,935 

0.07% 






Deferred Tax Assets 

312,390,700 

1.31% 

312,390,700 

1.86% 






Current Assets 





Stores spares parts St Loose 
Tools 

679,271,562 

2.85% 

784,972,575 

4.67% 

Stock In trade 

8,872,018,875 

37.24% 

3,005,131,000 

17.89% 

Trade debts 

992,756,478 

4.17% 

478,679,815 

2.85% 

Loans and Advances 

831,628,609 

3.49% 

1,054,810,481 

6.28% 

Trade Deposits and other 
Prepayments 

792,921,145 

3.33% 

244,710,210 

1.46% 

Tax Recoverable or 
Adjustable 

1,292,887,144 

5.43% 

1,143,800,641 

6.81% 

Cash & Bank 

58,266,107 

0.24% 

131.985.717 

0.79% 


13.519,749.920 

56.75% 

6.844.090.439 


TOTAL 

23.822.259.020 

100.00% 

16,796,312,052 

100.00% 

Horizontal and Vertical Ana 

ysis of the Profit and Loss Statement; 


Profit and Loss 

For the year ended 

30-Sep-18 


For the year ended 

30-5ep-17 


Net Sales 

11,799,054,871 

100.00% 

12,782,305,484 

100,00% 

Cost of Goods Sold 

[11,231.642,231] 

■95.19% 

111.602.224,637] 

-90.77% 

Gross Profit 

567,412,640 

4.81% 

1,180,080,847 

9.23% 

Administrative expenses 

(241,447,014) 

-2.05% 

(209,684,519) 

-1.64% 
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Distribution/Selling 

expenses 

(207.881.993) 

-1.76% 

(94.463.533) 

-0.74% 


(449,329,007) 

-3.81% 

(304,148,052) 

-2.38% 

Operating profit 

118,003,633 

1.00% 

875,932,795 

6.85% 

Other Income 

18,516,348 

0.16% 

4,568,825 

0.04% 

Earning Before Interest 
and Tax 

136,599,981 


880,501,620 


Other charges 

0 

0.00% 

(28,804,657) 

-0.23% 

Financial charges 

(775.712.735) 

-6.57% 

(350.434.818) 

-2.74% 


(775,712,735) 

-6.57% 

(379,239,475) 

-2.97% 

Profit before taxation 

(639,112,754} 

-5.42% 

501,262,145 

3.92% 

Taxation 

0 

0.00% 

14,183,353 

0.11% 

Profit / (Loss) after 
taxation 

(639,112,754} 

-5.42% 

515,445,503 

4.03% 

Extraordinary items 

0 


0 


Net profit 

(639,112,754) 


515,445,503 


Unappropriated profit 
b/f 

816.488.785 


304,910,892 



177,376,031 


820,356,395 


Bonus 

0 


0 


Dividends 

0 


0 



0 


0 


Others 

(1.669.871) 


(3.867.610) 


Unappropriated profit 
c/f 

175.7Dfi.160 


&16,488,785 



Horizontal and Vertical Analysis of the Balance Sheet: 


FINANCIAL ANALYSIS 

30-Seu-19 


30-5eo-18 



Rs. 


8s. 


Issued, Subscribed and Paidup 

3,200,000,000 

17,31% 

3,200,000,000 

13.43% 

Reserves 

0 


0 


Accumulated Profit / (Loss) 

482,264,419 

2.61% 

175.706.160 

0.74% 


3,682,264,419 


3,375,706,160 


Long Term Financing -secured 

3,268,980,266 

17.69% 

4,344,657,004 

1824% 







Page 187 of 253 


















































































Loan from Directors and 

2,237,460,000 

12.10% 

2,222,460,000 

9.33% 






Liabilities Against Assets Subject 

24,623,678 

0,13% 

20,075,420 

0.08% 






Deferred Liabilities 

202,016,464 

1.09% 

159,484,363 

0.67% 

Current Liabilities 




37.82% 

12.24% 

Shortterm Borrowings 

4,725,335,603 

25,56% 

9,009,033,087 

Trade and other Payable 

2,098,567,639 

11,35% 

2,916,072,819 

Mark-up Accrued 

303,061,366 

1,64% 

166,656,961 

Q.70% 

Loans from Associates 

0 

0,00% 

115,200,000 

0.48% 

Current Portion of Long Term 

1,942,060,187 

10,51% 

1,492,913,206 

6.27% 


9.069.024.795 


13.699.876.073 


TOTAL 

18.484.369.622 

100% 

23.822.259.020 

100% 






Property Plant & Equipment 

10,616,915,752 

57.44% 

9,973,624,387 

41,87% 

Intangibles 

5,595,573 

0.03% 

7,693,913 

0.03% 






Long Term Deposits 

6,773,550 

0,04% 

8,800,100 

0.04% 






Deferred Tax Assets 

243,111,602 

1.32% 

312,390,700 

1.31% 






Current Assets 





Stores spares parts & Loose 

_789,430,740 

4.27% 

679,271,562 

2.85% 

Stock In trade 

3,321,200,646 

17.97% 

3,872,018,875 

37.24% 

Trade debts 

1,185,004,827 

6.41% 

992,756,478 

4.17% 

Loans and Advances 

670,908,943 

3.63% 

831,628,609 

3.49% 

Trade Deposits and other 

283,792,205 

1.54% 

792,921,145 

3.33% 

Tax Recoverable or Adjustable 

1,061,582,690 

5.74% 

1,292,887,144 

5.43% 

Cash Si Bank 

300,053,094 

1.62% 

53,266,107 

0.24% 


7.611.973.145 

41,18% 

13,519,749.920 

56,75% 

TOTAL 

18,484,369,622 

100.00% 

23.822.259.020 

100.00% 


Horizontal and Vertical Analysis of the Profit and Loss Statement: 


PROFIT AND LOSS ACCOUNT 

For the vear ended 


For the vear ended 


30-Sep-19 


30-Sep-lE 


Net Sales 

20,150,526,633 

100.00% 

11,799,054,871 

100.00% 

Cost of Goods Sold 

(17.723.690.101) 

-87.96% 

(11.231.642.231) 

-95.19% 

Gross Profit 

2,426,836,532 

12.04% 

567,412,640 

4.81% 

Administrative expenses 

(346,585,741) 

-1,72% 

(241,447,014) 

-2.05% 

-1 

Distribution/Selling expenses 

(362,334,532) 

-180% 

(207,831.993) 

-1.76% 
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f708,920,273} 

-3.52% 

(449,329,007) 

-3.81% 

Operating profit 

1,717,916,259 

8.53% 

118,083,633 

1.00% 

Other Income 

64,749,736 

0,32% 

18,516,348 

0.16% 

Earning Before Interest and Tax 

1,782,665,995 


136,599,981 


Other charges 

{20,121,134) 

-0,10% 

0 

0.00% 

Financial charges 

f1,380,243,315) 

-6.35% 

[775,712,735) 

-6.57% 


(1,400,364,449) 

-6.95% 

{775,712,735) 

-6.57% 

Profit before taxation 

382,301,546 

1,90% 

(639,112,754) 

-5.42% 

Taxation 

(71.153.7131 

-0.35% 

2 

0.00% 

Profit / (Loss) after taxation 

311,147,833 

1.54% 

(639,112,754) 

-5.42% 

Extraordinary items 

0 

* 

0 


Net profit 

311,147,833 


(639,112,754) 


Unappropriated profit b/f 

17S.706.160 


816,488,785 



486,853,993 


177,376,031 


Bonus 

0 


0 


Dividends 

0 


0 



0 


0 


Others 

iimsM 


{1,669,871) 


Unappropriated profit c/f 

482,264,419 

- 

175.706,160 



MAJOR OBSERVATIONS REGARDING TAX: 

Analysis of Income Tax return: 

Summary of tax declarations filed for tax year 2019 is as under: 


Tax Year 

2019 

Special Tax Year/Period 

01-0ct-2017 - 30-Sep-2018 

Gross Revenue 

11,799,054,871 

Domestic Sales 

10,818,3 2 3,199 

Export Sales 

960,726,672 

Cost of sales 

11,230,531 r 6H3 

Opening Stock 

2,717,363,465 

Net Purchases 

14,315,468,943 

Consumed 

8,543,047,937 
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Direct Expenses 

2,687,484,346 

Closing Stock 

8,489,785,071 

Gross Profit 

568,523,188 

Other Revenues 

17,405,800 

Management, Administrative, Selling & 
Financial Expenses f Incl. Financial Charges) 

1,225,041,742 

Profit on Debt( Financial Charges) 

775,712,735 

Other Indirect Expenses 


Accounting Profit / {Loss) 

(639,112,754} 

In^dmisiblededcutions; 

683,241,723 

Add Backs u/s 2fi[l)(b} Lease Rental not 
admissible 

1,123,190 

Add Backs Tax Gain on Sale of Assets 

4,077,801 

Other Inadmissible Deductions 

39,277,177 

Add Backs Accounting Amortization 

- 

Add Backs Accounting Depreciation 

638,763,555 

Admislble Deductions: 

4,646,657,927 

Accounting - Gain on Sale of Assets 

3,211,287 

Tax Amortization for Current Year 


Tax Depreciation / Initial Allowance for 

Current Year 

992,547,508 

Other Admissible Deductions 

299,187,880 

Tax (Loss) on Sale of Assets 

- 

Unabsorbed Tax Depredation for 
Previous Years 

3,351,711,252 

Income/(Loss) from Business 

(4,602,528,958) 


The above shows that the company has declared huge losses amounting to 
Rs. (4,602,528,958)) after taking into account the admissible expenses for tax year 
2019. On the basis of above, different ratios have been worked out for the company 
as under: 



2017 

2018 

2019 

GP Ratio 

11.84% 

9.23% 

4.82% 

Cost of Sales to Sales Ratio 

88.16% 

90,77% 

95.18% 

Raw Material to Cost Ratio 

84.71% 

82.76% 

76.07% 

Tax Depreciation to Gross Revenue Ratio 

12.65% 

10.82% 

21.36% 

Financial Charges to Total Indirect Expenses 
Ratio 

61.96% 

51.46% 

63.32% 


The trend seen in the above analysis is similar to the JDW Sugar Mills as here 
the company is showing reduced GP ratio for tax year 2019 and has increased its 
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cost of sales. Financial charges/ Interest paid has also increased as compared to 
previous years, further, the company has adjusted all the tax liability against the 
tax credit u/s S5B which resulted in Nil tax payment. However, the taxes withheld 
at source are the only payments by the company and that too have been claimed as 
refund, being over and above its tax liability. The detail is as under: 


Tax Liability 

131,844,232 

Tax Credits / Tax Credit for Non-Equity 
Investment In Plant and Machinery u/s 65B 

355,265,446 


(223,421,214) 

Withholding Income Tax 

279,662,606 

Refundable Income Tax 

(279,662,606) 


The company has availed huge refunds of income tax, to the tune of Rs. 781 
million in previous five years. However, no refunds have been issued for tax year 
2019. 

From taxation point of view, the company has declared advances from 
customer of Rs. 1,063,079,836 in the year 2018 and Rs. 2, 248,574,231 in the year 
2019. The taxpayer was required to discharge sales tax liability or these advances; 
however, it remained failed to do so. 

Findings and Recommendations: 

In this case, compete audit of last five tax years is recommended as the 
company has claimed huge tax credits over the years. In tax year 2019, it has set off 
its full tax liability against tax credits, rather un adjusted credit amount is carried 
forward to next year. Complete details of plant and machinery installed in the miN{s) 
must be examined during audit, in addition to physical verification of the machinery 
on the spot 

The company aiso shows Increasing trends in export of sugar; which indicates 
that the company delays its sales of sugar till the time exports are allowed and 
thus, avoids payments of sales tax. 

The company has availed refund of income tax withheld from it during 
previous tax years and has claimed refund for tax year 2019 as well. Its 
contribution in terms of tax contribution Is very mlnlmai for all the previous tax 
yea rs. 

it is also recommended that audit of withholding taxes may be conducted to 
see whether the company is discharging its liability as withholding agent or not, 
along with Identifying its unregistered buyers and potential revenue loss. 
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Hamza Sugar Mills Limited 

Registered Address: A/22, S.LT.E Mauripur Road, Karachi 
Paid up capital: Rs. 748,800,000 

Principal Business of the Company: The Company is engaged in production of sugar. 
Auditor of the Company: Ibrahim, Shaikh &Co., Chartered Accountants 
Financial Statements: 2018 and 2019 (Unaudited) 


MAJOR OBSERVATIONS: 


Sr. No. 

Major Observation 

TOR No. 

Para No. 

1 . 

Benami Transactions and profits 

Q 

395-400 

2. 

illegal weight deductions by sugar mills to 
pay less to the farmers 

S 

457 

3. 

Use of unlicensed oracle database by the 
company management 

S 

491 

4. 

Off the book sugarcane purchases and sugar 
Production concealed sugarcane 

S 

495 


Directors for the years 2018,2019 and 2020: 


! S No 

Name 

Designation 

1 

Mr. Riaz Ahmed 

Director/Chairman 

2 

Mr. Muhammad Tayyab 

Direct or/CEO 

3 

Mr. Naveed Riaz 

Director 

4 

Mr. Muhammad Ahmed 

Director 

5 

Mr. Zulfiqar Ahmed 

Director 

6 

Mr. Muhammad Tarlq 

Director 

7 

Mr. Muhammad Tahir 

Director 


Shareholders for the years 2018,2019 and 2020: 


5 No 

Name 

Designation 

1 

Riaz Ahmed, Director/ Chairman 

1,261,000 

2 

Muhammad Ahmed, Director 

9,347,857 

3 

Zulfiqar Ahmed, Director 

5,266,253 

4 

Naveed Riaz, Director 

6,193,572 

5 

Nisar Ahmed 

12,143 

6 

Khalid Riaz 

5,999,175 

7 

Mian Muhammad Tayyab, Director/CEO 

19,450,827 

S 

Mian Muhammad Tahir, Director 

8,551,272 

9 

Mian Muhammad Tariq, Director 

8,563,873 

10 

Mst Yasmin Bano 

41,021 

11 

Mst. Ambrin 

4,1021 

12 

Mst. Bushra Rafique 

5,700 

13 

Mst. Sarfaraz Begum 

417,662 

14 

Mst. Sajida Rafique 

41,021 
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15 

Mst. FaryalGohar 

41,503 

16 

Mrs. Annina Tayyab 

9,455,365 

17 

Mrs. Saba Tariq 

95,365 

IS 

Mrs. Hina Tahir 

95,365 

Total 

74,880,000 


Key Financial Ratios: 


Ratios 

2018 

2019 

Gross profit percentage 

5.42% 

10.36% 

Net profit percentage 

0.05% 

3.55% 

Current ratio 

124% 

78% 

Debt ratio 

33% 

0% 

Debt to equity ratio 

137% 

0% 


Horizontal and Vertical Analysis: 

Detailed Horizontal and Vertical analysis of Balance Sheet and Profit and Loss 
Account for the years ended 2018 & 2019 are tabulated as under:- 


Horizontal and Vertical Analysis of the Balance 5heet: 2018 



2018 

2017 

increase 

% 

Non-Current Assets 






property plsnt and 

equipment 

49% 

7,512,469,364 

77% 

7,197,689,647 

4% 

Capital Work in progress 

1% 

37,103,234 

4% 

359,376,157 

-76% 

Long term deposit 

0% 

226,730 

0% 

226,730 

0% 

Total Non-Current Assets 

50% 

7,599,799,328 

80% 

7,557,292,534 

1% 

Current Assets 






Stores, Spare parts and 
losse tools 

5% 

735,830,519 

7% 

652,194,547 

13% 

Stock in trade 

31% 

4,727,424,927 

0% 

12,944,588 

36420% 

Trade debts 

6% 

933,139,725 

3% 

247,547,668 

277% 

Advances deposits and 
prepayments 

3% 

409,714,235 

1% 

111,943,057 

266% 

Advance Income Tax 

5% 

828,889,651 

8% 

728,178,793 

14% 

Cash and bank balance 

0% 

18,575,543 

1% 

91,997,946 

-80% 

Total Current Assets 

50% 

7,653,574,600 

20% 

1,844,806,599 

315% 
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Total Assets 

100% 

15,253,373,928 

100% 

9,402,099,133 

62% 

Share Capital and Reserve 






Issued, Subscribed and 
paid up capital 

5% 

748,800,000 

8% 

748,800,000 

1 0% 

Surplus on revaluation of 
fixed assets 

0% 

60,944,396 

1% 

91,416,592 

-33% 

Reserves 

19% 

2,881,920,186 

30% 

2,843,942,039 

1% 

Total share capital and 

reserve 

24% 

3,691,664,582 

39% 

3,684,158,631 

0% 

Non Current liabilities 




1 


Long term loans from 
directors 

22% 

3,371,310,882 

40% 

3,772,495,092 

-11% 

long term loans from 
others 

11% 

1,643,276,925 

7% 

643,276,925 

155% 

Deferred Taxation 

2% 

363,307,591 

3% 

308,537,212 

18% 

Total Non Current 

Liabilities 

35% 

5,377,895,398 

50% 

4,724,309,229 

14% 

Current Liabilities 






short term borrowing 

33% 

5,072,948,877 

0% 



Trade and other payables 

3% 

397,717,082 

4% 

392,900,104 

1% 

Markup accrued on loan 

1% 

119,384,377 

0% 

22,711,838 

426% 

provision on taxation 

4% 

593,763,612 

6% 

578,019,331 

3% 

Total current liabilities 

41% 

6,183,813,948 

11% 

993,631,273 

522% 

Total liabilities and 

reserves 

100% 

15,253,373,928 

100% 

9,402,099,133 

62% 


Horizontal and Vertical Analysis of the Profit and Loss Statement: 2018 



2018 

Z017 

increase 

% 

Sales 

100% 

14,435,162,525 

100% 

20,677,459,668 

-30% 

Cost of sales 

94.58% 

13,653,408,826 

94,27% 

19,492,937,236 

-30% 

Gross Profit 

5.42% 

781,753,699 

5.73% 

1,184,522,432 

-34% 

Administrative 

3.88% 

560,438,172 

2,88% 

594,550,545 

-6% 
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expenses 






Distribution cost 

0,40% 

58,389,320 

0.06% 

11,500,848 

408% 

other operating 

expenses 

0.00% 

650,209 

0.17% 

34,896,982 

-98% 

other operating 

income 

-0.03* 

(4,330,084) 

-0.17% 

(34,922,091) 

-88% 

Totaf operating 

expenses 

4.26% 

615,147,617 

2.93% 

606,026,284 

2% 

Operating profit 

1.15% 

166,606,082 

2.80% 

578,496,148 

-71% 

Finance cost 

1.09% 

157,832,962 

0.52% 

107,639,767 

47% 

Profit before 

taxation 

0 06% 

8,773,120 

2,28% 

470,856,381 

98% 

Taxation 

0.01% 

1,267,169 

0.18% 

38,145,137 

-97% 

Profit after taxation 

0.05% 

7,505,951 

2.09% 

432,711,244 

-98% 

Earning per share 

0.00% 

0.10 

0.00% 

5.78 



Horizontal and Vertical Analysis of the Balance Sheet; 2019 



2019 

2018 

% 

increase 

Non-Current Assets 






property plant and 
equipment 

57% 

8,037,647,369 

49% 

7,512,469,364 

7% 

Capital Work in 
progress 

1% 

202,077,885 

1% 

87,103,234 

132% 

Long term deposit 

0% 

226,730 

0% 

226,730 

0% 

Total Non-Current 

Assets 

59% 

8,239,951,984 

50% 

7,599,799,328 

8% 

Current Assets 






Stores, Spare parts and 
loose tools 

6% 

777,816,525 

5% 

735,830,519 

6% 

Stock in trade 

13% 

1,846,337,823 

31% 

4,727,424,927 

-61% 

Trade debts 

5% 

758,324,773 

6% 

933,139,725 

-19% 

Advances deposits and 
prepayments 

1% 

186,018,764 

3% 

409,714,235 

-55% 

Advance Income Tax 

7% 

918,224,774 

5% 

828,889,651 

11% 

Cash and bank balance 

9% 

1,309,219,065 

0% 

18,575,543 

6948% 

Total Current Assets 

41% 

5,795,941,724 

50% 

7,653,574,600 

-24% 

Total Assets 

100% 

14,035,893,708 

100% 

15,253,373,928 

-8% 

Share Capital and 
Reserve 






Issued, Subscribed and 
paid up capital 

5% 

748,800,000 

5% 

748,800,000 

0% 

Surplus on revaluation 

0% 

30,472,200 

0% 

60,944,396 

-50% 
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of fixed assets 






Reserves 

25% 

3,482,833,577 

19% 

2,881,920,186 

21% 

Total share capital and 
reserve 

30% 

4,262,105,777 

24% 

3,691,664,582 

15% 

Non-Current Liabilities 






Long term loans from 
directors 

34% 

4,796,310,832 

22% 

3,371,310,882 

42% 

long term loans from 
others 

16% 

2,286,076,925 

11% 

1,643,276,925 

39% 

Deferred Taxation 

3% 

365,425,153 

2% 

363,307,591 

1% 

Total Non-Current 
Liabilities 

53% 

7,447,812,960 

35% 

5,377,895,398 

38% 

Current Liabilities 






short term borrowing 

0% 

- 

33% 

5,072,943,877 

-100% 

Advances from 
customers 

5% 

768,277,590 

0% 



Trade and other 
payables 

6% 

862,616,904 

3% 

397,717,082 

117% 

Markup accrued on 
loan 

0% 

25,055,415 

1% 

119,384,377 

*79% 

provision on taxation 

5% 

670,025,062 

4% 

593,763,612 

13% 

Total current lEabilrties 

17% 

2,325,974,971 

41% 

6,183,813,948 

*62% 

Total liabilities and 

reserves 

100% 

14,035,893,708 

100% 

15,253,373,928 

-8% 


Horizontal and Vertical Analysis of the Profit and Loss Statement: 2019 



2019 

2018 

Increase 

% 

Sales 

100% 

16,016,551,393 

100% 

14,435,162,525 

11% 

Cost of sales 

89.64% 

14,358,001,925 

94.58% 

13,653,408,826 

S% 

Gross Profit 

10.36% 

1,658,549,468 

5.42% 

781,753,699 

112% 

Administrative 

expenses 

3.52% 

564,576,864 

3.88% 

560,438,172 

1% 

Distribution cost 

0.30% 

47,614,173 

0.40% 

58,389,320 

18% 

other operating 
expenses 

033% 

52,703,329 

0.00% 

650,209 

8006% 

other operating 
income 

-0.04% 

(6,013,281) 

-0.03% 

(4,330,084) 

39% 

Total operating 
expenses 

4.11% 

658,881,085 

4.26% 

615,147,617 

7% 

Operating profit 

6,24% 

999,663,383 

1.15% 

166,606,082^ 

500% 

Finance cost 

1.80% 

283,555,355 

1.09% 

157,832,962 

83% 

Profit before 
taxation 

4.44% 

711,113,028 

0.06% 

8,773,120 

8006% 

Taxation 

0.89% 

142,300,844 

0.01% 

1,267,169 

11130% 

Profit after taxation 

3.55% 

568,812,184 

0-05% 

7,505,951 

7478% 

Earnings per share 


7,16 


0.10 
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MAJOR OBSERVATIONS REGARDING TAX: 
Analysis of Income Tax Returns: 


Below is the su mmary of the tax return of the year 2019: 


Tax Years 

2019 

Special Tax Year/Period 

Ol-Oct-2017 - 30-Se p-2018 

Gross Revenue 

12,041,426,229 

Domestic Sales 

1,270,375,791 

Export Sales 

10,771,050,438 

Cost of sales 

11,324,650,671 

Opening Stock 

3,914,890,230 

Net Purchases 

8,639,705,389 

Consumed 

10,256,030,223 

Direct Expenses 

1,068,620,448 

Closing Stock 

2,293,565,396 

Gross Profit 

716,775,558 

Other Revenues 

410,773,144 

Management, Administrative, Selling & 
Financial Expenses (Ind. Financial Charges) 

1,135,996,701 

Profit on Debt ( Financial Charges) 

481,475,587 

Accounting Profit / (Loss) 

(3,447,999) 

Inadmissible deductions: 

397,507,735 

Add Backs u/s 2S(i)(b) Lease Rental not 
admissible 

1,187,182 

Add Backs Tax Gain on Sale of Assets 


Other Inadmissible Deductions 

33,192,866 

Add Backs Accounting Amortization 


Add Backs Accounting Depreciation 

363,127,737 

Admissible Deductions: 

2,077,913,814 

Accounting Gain on Sale of Assets 

222,574 

Tax Depreciation / Initial Allowance for 

Current Year 

432,122,423 

Other Admissible Deductions 

272,779,378 

Tax (Loss) on Sale of Asset 

232,631 

Unabsorbed Tax Depreciation for Previous 

Years 

1,372,556,808 

lncome/(Loss} from Business 

(1,683,854,028) 


As far as the income tax declaration of the company is concerned, the Tax 
Retu rn for tax year 2019, the taxpayer declared Accou nting profit to the tu ne of Rs. 
8,952,163; however, after taking into account the admissible expenses, it has 
declared losses amounting to Rs. (281,681,873). 
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2017 

2018 

2019 

GP Ratio 

7.35% 

5.73% 

5.42% 

Cost of Sates to Sales Ratio 

92.65% 

94.27% 

94,58% 

Raw Material to Cost Ratio 

92.66% 

93.26% 

90.59% 

Tax Depredation to Gross Revenue Ratio 

4.18% 

4.51% 

6.50% 

Financial Charges to Total Indirect Expenses Ratio 

40,28% 

14.57% 

20.31% 


The risk area highlighted from above is its huge cost of sales to percentage as 
it manifests that the taxpayer has purchased sugar cane at exorbitant price. 
Similarly, for tax year 2019, the company has declared loan from directors of Rs. 3.8 
billion, which is very huge and needs further investigation of the actual transaction 
between the company and its directors. 


The company has adjusted all its tax liability against tax credits u/s 65B of 
Income Tax Ordinance, 2001. In this case the claim of tax credits is lower than the 
tax liability, however, the company has adjusted refund claims of previous year to 
settle the tax liability. In nutt shell, its actual tax payments are nil. The details are as 
follows: 


Tax Liability 

157,488,533 

1 Tax Credits / Tax Credit for Non-Equity 
Investment in Plant and Machinery u/s 65B 

90,474,020 


67,014,513 

Refund Adjustment of Other Year(s) against 
Demand of this Year 

50,715,105 

Withholding Income Tax 

34,660,207 

Refundable Income Tax 

- 


Findings and Recommendations: 


It is found that the only tax contribution by the company is taxes withheld 
from it on different transactions. It has adjusted its liability against claim of tax 
credits and it has also adjusted previous yea refund against liability of tax year 
2019, It is recommended that case may be selected for audit The company has 
availed refunds of Rs. 440 Million during previous five tax years, however, for tax 
year 2019, no refunds have been issued. 

The company has also availed loan of Rs. 3.8 billion from directors during the 
period under consideration. Treatment of this loan for taxation purposes needs to 
be examined by tax authorities. 
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Further, verification of tax credits is very important in the case to check the 
claim of installation of plant of machinery against which credit is claimed. Further, 
audit of withholding taxes is also necessary to see whether the company is fulfilling 
its liability as withholding agent. 

The company makes sales transactions through brokers and whole sellers, 
therefore, like in other cases, in this case too, data of buyers and brokers needs to be 
investigated for potential benami transactions and evasion of taxes. 
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Hunza Sugar Mills (Pvt.) Limited 

Year of Incorporation; November 13,2002 

Registered Address: 1-A- New Muslim Town Lahore. 

Raid up capital: 1,770,000,000 

Principal Business of the Company: The Company is engaged in the manufacturing 
of white refined crystalline sugar, molasses, ethano! fermented from sugarcane 
molasses and C02 as by product. 

Auditor of the Company: Amin, Mudassar& Co., Chartered Accountants 
Financial Statements: 201S and 2019 


MAJOR OBSERVATIONS: 


$r. No. 

Major Observations 

TOR No. 

Para No. 

1 . 

Satta (Imaginary/virtual advance sale) 

G 

126 

2. 

Forward contracts, confiscation of Biyanas 
and its laundering 

G 

126 

3. 

Hoarding at Whole sale/Retail level and within 
sugar mills vis-a-vis stocks of last year 

J 

162 

4. 

Benami sale of Hunzs Sugar Mills 

Q 

381-389 

5. 

Purchase of Sugarcane below the minimu m 
support price 

S 

420 

6. 

Illegal enhancement in crushing capacity 

S 

525-527 


Directors for the years 2018,2019 and 2020: 


Shareho 


Sr No 

1 

Name 

Designation 

Muhammad Saeed Ch 

Director 

2 

Muhammad Waheedch 

Di rector/CEO 

3 

Muhammad IdreesCh 

Director 


ders for the years 2018,2019 and 2020: 


5r. No 

Name 

No of Shares 

1 

Muhammad Saeed Ch, Director 

184,600 

2 

Umer Farooq 

215,805 

3 

Haider Saeed 

32,809 

4 

Muhammad Waheed Ch, Director/CEO 

244,357 

S 

Muhammad IdreesCh, Director 

10,323 

6 

Mrs, Zeba Saeed 

124,846 

7 

Mrs. Naghmana Idrees 

108,796 

8 

Mrs. Nasreen Ch 

133,607 

9 

Muhammad Faizan Ch 

284,991 

10 

Salman Ch 

429,466 


TOTAL 

1,770,000 
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Key Financial Ratios: 


Ratio 

2018 

2019 

Return on Investments 

-1.45% 

20.55% 

Liquidity Ratios 



Current Ratio 

0.86 

0.89 

Add test ratio 

0.46 

0.71 

Leverage ratio 



Debt to equity ratio 

3.11 

2.33 

Long term debt ratio 

0.72 

0.53 

Total debt ratio 

3.58 

2.60 

Efficiency ratio 



Inventory Turnover 

4.49 

12.23 

Account receivable turnover 

8.78 

14.38 


Horizontal and Vertical Analysis: 

Detailed Horizontal and Vertical analysis of Balance Sheet and Profit and Loss 
Account for the years ended 2018 & 2019 are tabulated as unden- 


Horizontal Analysis of the Balance Sheet: 


LIABILITIES 

Increase/ decrease from 2017 to 
2018 

% up/ 
down 

2018 

2017 




Rs(000) 

Rs(000) 

Non-Current Liabilities 





Long Term loan from 
Related Parties 

Loan from individuals were repaid 
by Mills to some of directors and 
shareholders and one of director 
paid loan of 9,5 m to Mills 

6.22% 

791,872 

745,496 

Long Term banfrom 
Other 


100.00% 

0 

100,565 

Long Term banfrom 
Banks 

Running Finance facility obtained 
from HBL as long term finance 

31.49% 

965,945 

734,604 

Liabilities against 

assets subject to 
finance lease 

Not significant 

-2.65% 

9,148 

9,397 

Retirement benefits 

Actuarial valuation of Co's gratuity 
scheme conducted 


1,102 

0 






Current Liabilities 





Trade and other 

payables 

Payments to be made to creditors 
suppliers of inputs. 

88.77% 

800,330 

423,973 

Deposits, accrued 

liabilities and advances 

Decreased in amount is due to 
reduction of advances from 

customers 

■22,54% 

123,676 

159,672 

Mark up accrued 

Not significant 

-0.92% 

216,029 

218,031 

Current maturity of 
long term loan from 
banks 

Loan amount increased due to 
increase in production in year 2017- 
18 

9.45% 

314,120 

286,989 
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Current maturity of 
liabilities against 

assets subject to 
finance lease 

Not significant 

9.24% 

4,113 

3,765 

Short term borrowing 
from banking 

companies 

Not significant 

-5.81% 

5,397,545 

5,730,273 

Short term borrowing 
from related parties 

Borrowing is taken from Hunza 
Ghee Industries (Pvt.) Limited 
(Associated Company) 

225.17% 

114,186 

35,116 






ASSETS 










Nan Current Assets 





Property, Plant and 
Equipment 

Increase in due to civil work of 
building (Addition during the year). 

13.60% 

4,916,831 

4,328,156 

Investment Property 





Long term investment 





Long term security 
deposit 

This is Depoist against Ijarah 
Vehicles 


2,311 

- 

Deffered tax 

Not significant 

-8.83% 

278,663 

305,649 






Current Assets 





Stock in trade 

The decrease is due to Sugar 
finished goods. Sugar finish goods is 
decreased Rs.3.50 Billion to Rs. 1.86 
Billion this year. 

-40.89% 

2,523,711 

4,269,829 

Store, spares and 
loose tools 

Due to nature of Items no 
bifurcation is available in annual 

accounts 

36.55% 

286,370 

209,719 

Trade debts 

Not Significant 

-1.77% 

246,925 

251,382 

short term 

investments 





loans and advances 

Not Significant 

0.22% 

797,292 

673,094 

Receivable from 

related parties 

Funds provided to the associated 
company to meet their financial 
needs. Hunza Power (Pvt.) Limited 
installed machinery for generation 
of electricity through bagasse, 
however, it could not be operational 
due to tariff issues. 


201,468 

122,467 

Trade deposits and 
short term repayments 

Amount increased due to Advance 
income tax / Sales tax refundable 

32.66% 

734,316 

553,543 

Markup receivable 


0.00% 

2,700 

2,700 

other receivables 

Increase is due to sugar export 
subsidy receivable around R$. 894 
million 

463.17% 

1,166,629 

207,153 
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Cash and bank 

balances 

Increase is due to increase of cash 
in bank accounts of the Company 

809.9296 

23,849 

2,621 






Depreciation Charge; 
Allocation 





Cost of sales 

Nat Significant 

-4.9996 

347,507 

365,754 

Administrative 

expenses 

Increase due to increase in salaries 
and vehicle, repair, running and 
maintenance 

-16,92% 

15,620 

18,802 



-5.57% 

363,127 

384,556 


Horizontal Analysis of the Profit and Loss Statement: 



Increase/ decrease from 2017 to 
2018 

% up/ 
down 

2018 2017 




Rs’000 Rs‘000 

Sales 

Bumpber crop in 2017, production 
in 2018 increased and MiEI 
exported sugar 88% of its stock. 

36% 

12,041,426 

8,866,330 

Cost of Sales 

Like-wise, cost of sugarcane also 
increased 

45% 

11,324,650 

7,819,417 

Gross Profit / (Loss) 


-32% 

716,776 

1,046,963 

Selling and Distribution 

Godown and export expenses 
increased 

84% 

393,218 

213,365 

Admin and General Exp 

no significant increase observed 

1% 

261,302 

258,439 

Operating Profit / 

(LOSS] 


-89% 

62,256 

575,159 

Other Operating 

Income 

Siyana confiscated by the Mills, 
exchange gain and income due to 
unwinding of loan. 

292% 

410,773 

104,869 

Financial Cost 

Due to increase in short term 
borrowings from financial 

institutions 

27% 

481,476 

378,198 

Profit / (Loss) before 
tax 

Due to export and finance cost 
expenses, the Mills was in loss 

-103% 

(8,447L 

301,830 

Tax 

Majority of local sales made to 
unregistered buyers 

732% 

26,986 

3,245 

Profit / (Loss} aftertax 


-112% 

(35,433} 

Z9B r 5B5 
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Vertical Analysis of the Balance Sheet: 


LIABILITIES 

201S 


2017 







Non Current Liabilities 





Long Term from Related Parties 

791,872 

9.06% 

745,496 

8.82% 

Long Term from Other 

0 

0.00% 

100,555 

1.19% 

Long Term from Banks 

965,945 

11,05% 734,604 

8.70% 

Liabi 1 ities agaisnt assets subject to finance f eas 

9,148 

0.10% 9,397 

0.11% 

Retirement benefits 

1,102 

0.01% 

0 

0.00% 


1,768,067 

20.23% 

1,590,062 

18.82% 





Current Uabilites 



Trade and other payables 

800,330 9.15% 423,973 

5.02% 

Deposits, accrued llabifities and advances 

123,676 1.425$ i 159,672 

1.89% 

Mark up accrued 

216,029 2.47% 213,031 

2.589$ 

Current maturity of long term loan from banks 

314,120 3.59% 235,989 

3.40% 

Current maturity of liabilities agaisnt assets sul 

4,113 0.05% 3,765 

0.04% 

Shortterm borrowing from banking companies 

5,397,545 61.77% 5,730,273 

67.83% 

Shortterm borrowing from related parties 

114,186 1.31% 35,116 

0.42% 


6,969,999 ' 90% 

8,738,066 _100% 

6,857,819 

81% 

Total Liabilities 

8,447,881_ 100% 



ASSETS 



Non Current Assets 

Property, Plant and Equipment 

4,916,831 

43.97% 

4,328,156 

39.61% 

Investment Property 

Lo n g te rm F nve stme nt 

Longterm security deposit 

2,311 

0.02% 

- 


Deffered tax 

278,663 

2.49% 

305,649 

2.80% 


5,197,805 

D 

4.633,805 

0 



Current Assets 





Stock i n trade 

2,523,711 

22.57% 

4,269,829 

39.08% 

Store, spares and loose tods 

285,370 

2.56% 

209,719 

1.92% 

Trade debts 

246,925 

2.21% 

251,382 

2.30% 

shortterm investments 


loans and advances 

797,292 

7,13% 

673,094 

6.16% 

Receviable from related parties 

201,468 

1.80% 

122,467 

1.12% 

Trade deposits and shortterm repayments 

734,316 

6,57% 

553,543 

5.07% 

Markup receivable 

2,700 

0.02% 

2,700 

0.02% 

other receivables 

1,166,629 

10.43% 

207,153 

1.90% 

Cash and bank balances 

23,849 

0.21% 

2,621 

0.02% 


5,983,260 

54% 

6,292,508 

58% 

Total Assets 

11*181,065 

100% 

10 p 926*313 

100% 

Equity 

2*442,999 


2,478,432 
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Horizontal Analysis of the Balance Sheet: 


LI ABILITIES 

Increase/ decrease from 2018 to 
2019 

% up/ 

down 

2019 

2018 






Non Current Liabilities 





Long Term from Related 
Parties 

Increase in loan from individual 
(Ms. Zeba) with 60 million and SO 
million from associated companies 

12.39% 

893,944 

791,872 

Long Term from Other 




0 

Long Term from Banks 

Some repayment of long terms 
loans portions 

■23.34% 

740,495 

965,945 

Liabilities agaisnt assets 
subject to finance lease 

Repayment of Finance lease 

-41.25% 

5,374 

9,148 

Retirement benefits 

Actuarial gain on retirement 
benefits 

198.82% 

3,293 

1,102 






Current Liabilities 





Trade and other payables 

Payments to be made to creditors 
suppliers of inputs and WPPF and 
WWF liability added as per law. 

-40.38% 

477,139 

800,330 

Deposits, accrued 
liabilities and advances 

Advance from customers are from 
brokers/dealers and the registered 
buyers of sugar reduced due to 
export of sugar in foreign market 

-46.16% 

66,581 

123,676 

Mark up accrued 

Borrowing from financial 

institutions and related parties 
increased. 

36.51% 

294,901 

216,029 

Current maturity of long 
term loan from banks 


IB.12% I 

355,346 

314,120 

Current maturity of 
liabilities agaisnt assets 
subject to finance lease 


8.19% 

3,776 

4,113 

Shortterm borrowing 
from banking companies 

Slight repayment of short term 
borrowings 

-4.71% 

5,143,238 

5,397,545 

Shortterm borrowing 
from related parties 

Reduction in loan from Hunza Ghee 

-83.41% 

18,943 

114,186 






ASSETS 










Non-Current Assets 





Property, Plant and 
Equipment 

163 million Increased in PPE to 
increase capacity of Unit-ll of Mills 

4.65% 

5,145,330 

4,916,831 

investment Property 

Construction made at Unit - 11 of 
Mills 


2,048 


Long term investment 

Sales tax refund bond issued by 
FBR 


2,462 
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Long term security 
deposit 

Deposit made to Bank for Ijarah 
Rentals 

5.02% 

2,427 

2,311 

Deferred tax 

Tax credit u/s 65S was not availed 

-9.43% 

252,376 

278,663 






Current Assets 





Stock in trade 

As last years 1 stock was sold locally 
and export this year and less 
inventory available. 

-65.67% 

866,343 

2,523,711 

Store, spares and loose 
tools 

no significant increase observed 

2.60% 

293,826 

286,370 

Trade debts 


127.34% 

561,368 

246.925 

5 hart term investments 

Based on last years' profit, 
investment in TFt and Sukuk made 


459,740 


loans and advances 

Advance extended to Sugar Mills to 
provide Molasses to Hunza for its 
distillery 

14146% 

1,925,170 

797,292 

Receivable from related 
parties 

Funds provided to the associated 
companies to meet their financial 
needs. Hunza Power (Pvt.] Limited 
installed machinery for generation 
of electricity through bagasse, 
however, it could not be 
operational due to tariff issues with 
NEPRA- Upon operational, the said 
amount shall be paid-off. Swera 
Traders (Pvt.) Limited engaged in 
the trading of ghee in the market. 

95.33% 

393,530 

201,468 

Trade deposits and short 
term repayments 

Sales tax refunds bond matured 

-7.84% 

676,752 

734,316 

Markup receivable 

Outstanding from TFCs 

140.74% 

6,500 

2,700 

other receivables 

Due to less export, receivable on 
sugar export subsidy decreased 

-59.22% 

475,772 

1,166,629 

Cash and bank balances 

Outstanding balance in cash and 
bank 

'50.72% 

11,752 

23,849 






Depreciation Charge; 
Allocation 





Cost of sales 

Not Significant 

-4.13% 

333,145 

347,507 

Administrative expenses 


13.77% 

17,771 

15,620 



-3.36% 

350,916 

363,127 
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Horizontal Analysis of the Profit and Loss Statement: 



Increase/ decrease from 2018 
to 2019 

% up/ 
down 

2019 

2018 




fts'000 

Rs'000 

Sales 

Sufficient stock was available 
from 2018, out of which 65% of 
stock was exported and rest 
sold in local market. 

5% 

12,594,091 

12,041,426 

Cost of Sales 

□ue to less crushing, cost of 
sugarcane decreased. 

-6% 

10,594,333 

11,324,650 

Cross Profit / (Loss} 


179% 

1,999,758 

716,776 

Selling and Distribution 

Due to less export and godown 
expenses 

-26% 

290,577 

393,218 

Admin and General Exp 

Increase In directors’ and staff 
remuneration, insurance 

expense and Ijarah rentals 

37% 

357,675 

261,302 

Operating Profit / (Loss} 


2071% 

1,351,506 

62,256 

Other Operating Income 

Biyana confiscated by the Mills 
and made part of the other 
income and no entry of 
unwinding of loans. 

-27% 

301,342 

410,773 

Financial Cost 

Due to increase in short and 
long term borrowings from 
financial institutions 

84% 

887,074 

481,476 

Profit / {Loss) before 
tax 

Mainly due to less expenses on 
export, godown and earning 
made on the sale of last year's 
stock 

-9166% 

765,774 

(8,447) 

Tax 

Tax rate increased from 8% to 
17% 

398% 

134,445 

26,986 

Profit / {Loss) after tax 


-1882% 

631,329 

(35,433) 
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Vertical Analysis of the Balance Sheet: 


UABUJTTE5 

2019 

2018 





Non Current Liabilities 



Long Term from Related Parties 

893,944 

11.17% 791,872 

9.06% 

Long Term from Other 


0.0096 G 

0.00% 

Long Term from Banks 

749,495 

925% 965,945 

11.05% 

Liabilities agaisnt assets subject to fi nance leas 

5,374 

0.07% 

9,148 

0.10% 

Retirement benefits 

3,293 

1,643,106 

0.04% 1,102 

2a 53% 1,768,067 

0.01% 

20,23% 

Current Liabilities 




Trade a nd other payab1 e s 477,139 

5,96% 

800,330 

9,16% 

Deposits, accrued Liabilities and ad vances 66,581 

0,83% 

123,676 

1.42% 

Mark u p a ccrued 294,901 

3-68% 

216,029 

2.47% 

Current maturity of long term loan from banks 355,346 

444% 

814,120 

3.59% 

Current maturity of 1 iablllties agaisnt assets suL 3,776 

0,05% 

4,m 

0.05% 

S ho rt te rm borrowi ng fro m ba nk 1 ng com pani e s 

5, 143,238 

64.27% 

5,397,545 

6177% 

Short term borrowing from related parties 

18,943 

0.24% 

114,186 

1.31% 


6,359,924 

79% 

6,969,999 

80% 

Total Liabilities 

8,003,030 

100% 

8,738,066 

100% 






ASSET? 










Non Current Assets 





Property, Plant and Equipment 

5.145,330 

46.46% 

4,916,831 

43.97% 

Investment Property 

2,048 

0.02% 



Long term investment 

2,462 

0.02% 



longterm security deposit 

2,427 

0.02% 

2,311 

0.02% 

Deffered ta* 

252,376 

2.28% 

278,663 

2.49% 


5,404,643 

48.80% 

5,197,805 

0 





Current Assets 




Stock in trade 

Store, spares and loose tools 

866,343 

293,826 

7.82% 

2,523,711 

22.57% 

2.65% 

286,370 

2.56% 

2.21% 

Trade debts 

561,368 

5.07% 

246,925 

short term investments 

459,740 

4.15% 



loans and advances 

1,925,170 

17.38% 

797,292 

7.13%: 

Re Leviable from related parties 

393,530 

3.55% 

201 r 46S 

1.80% 

Trade deposits and short term repayments 

676,752 

6.11% 

734,316 

6.57% 

Markup receivable 

6,500 

0.06% 

2,700 

0.02% 

other receivables 

475,772 

4.30% 

1,166,629 

10.43% 

■ . ■" ■" ■ ■ 

Cash and bank balances 

11,752 

0.11% 23,849 

0.21% 


5,670,753 

51% 5,983,260 

54% 

Total Assets 

11,075,396 

100% 1 Lis 1,06 5 

100% 

Equity 

3,072,366 

2,442,999 
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MAJOR OBSERVATIONS REGARDING TAX: 


Analysis of Income Tax Declarations; 

Brief description of the income tax declarations made by the company for tax year 
2019 is given below: 


Tax Years 

2019 

Nunza 


Special Tax Year/Period 

Ol-Oct-2017 - 30-Sep- 
2018 

Gross Revenue 

12,041,426,229 

Domestic Sales 

1,270,375,791 

Export Sales 

10,771,050,438 

Cost of sales 

11,324,550,571 

Opening Stack 

3,914,890,230 

Net Purchases 

8,639,705,389 

Consumed 

10,256,030,223 

Direct Expenses 

1,068,620,448 

Closing Stock 

2,298,565,396 

Gross Profit 

716,775,558 

Other Revenues 

410,773,144 

Management, Administrative, Selling & 

Financial Expenses (Incl. Financial Charges) 

1,135,996,701 1 

Profit on Debt {Financial Charges} 

481,475,587 

Accounting Profit / (Loss} 

(8,447,999) 

Inadmissible deductions: 

397,507,785 

Add Backs u/s 28(l)(b) Lease Rental not 
admissible 

1,187,182 

Add Racks Tax Gafn on Sale of Assets 


Other Inadmissible Deductions 

33,192,866 

Add Backs Accounting Amortization 


Add Backs Accounting Depredation 

353,127,737 

Admisible Deductions: 

2,077,913,814 

Accounting Gain on Sale of Assets 

222,574 

Tax Depredation / Initial Allowance for Current 
Year 

432,122,423 

Other Admissible Deductions 

272,779,378 

Tax (loss) on Sale of Asset 

232,631 

Unabsarbed Tax Depreciation for Previous Years 

1,372,556,808 

Income/(Loss) from Business 

(1,688,854,028) 
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In Income Tax Return for tax year 2019, the company has declared huge 
losses amounting to Rs. {1,688,854,028) after taking into account the admissible 
expenses. Further, it can also be seen that despite the fact that sales of taxpayer 
phenomena lly surged in the tax year 2019, from 8,8 billion in 2013 to 11 billion In 
2019, the Gross Profit Margin (GPM) of the company reduced from 11.81% in the 
tax year 2018 to 5.95% in the tax year 2019 as can be seen below in comparison of 
ratios. This aspect needs further enquiry. 



2017 

2018 2019 

GP Ratio 

6.89% 

11.81% 

5.9S% 

Cost of Sales to Sales Ratio 

93.11% 

88.19% 

94.05% 

Raw Material to Cost Ratio 

87.71% 

85.41% 

90.56% 

Tax Depreciation to Gross Revenue Ratio 

5.31% 

5.22% 

3.59% 

Financial Charges to Total Indirect Expenses Ratio 

47.76% 

44.49% 

42.38% 


The company has absorbed its tax liability, like other sugar manufacturers, 
against Its credit u/s 65 B of Income Tax Ordinance, 2001 which eliminates its tax 
liability. The detail is as under: 


Tax Liability 

15,879,697 

Tax Credits/Tax Credit for Non-Equity Investment 
in Plant and Machinery u/s 650 

153,364,521 


{137,484,824) 

Withholding Income Tax 

146,488,542 

Advance Income Tax 

83,557,630 

Refundable Income Tax 

(230,046,172) 


Findings and Recommendations: 

It is found that the company is not contributing to revenue collection of the 
government as it sets off its liability against its claim of credits and there is huge 
claim of tax refund as well. It is also observed that there is irregular pattern of sales 
as compared to other sugar mills. In tax year 2019, the company has exported 
almost all of its sugar instead of local sales. This aspect needs to be probed. Further 
its exports subsidy also needs to be checked from taxation point of view. 

Complete audit of the case for last five tax years is required to examine the 
veracity of Its claim of tax credits and other issues. 

Withholding audit and investigation of buyers / brokers is also important 
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JDW Sugar Mills Limited 
Year of Incorporation: 31-05-1990 

Registered Address: 17 - ABID MAJEED ROAD, LAHORE CANTONMENT, LAHORE 

Paid up capital: Rs. 597,766,610 

Principal Business of the Company: Sugar & Allied 

Auditor of the Company: KPMG Taseer Hadi& Co,, Chartered Accountants 

Financial Statements: 2018 and 2019 


MAJOR OBSERVATIONS: 


$. No. 

MAJOR Observations 

TOR No. 

Para No. 

1. 

Market Manipulation through "Satta" 

F 

102 

2. 

Market Manipulation through Forward 
Contracts 

F 

107 

3. 

Purchase of sugarcane through unregistered 
agents 

M 

287 

4. 

Shortage of Sugar Pledged Stock 

O 

337 

5. 

Benami Transactions by JDW Mills 

Q 

372 

6, 

Cash withdrawals from Company's bank 
account by Mr, Amir Waris - Rs. 2,54 billion 

a 

551 

7, 

Advances from Customers against sale 

s 

501 

8. 

Capacity Enhancement despite prohibition 

S 

530 

9. 

Extra rates charged by JDW and Cash Transfer 
to Deharki Sugar Mills 

S 

562-563 


Directors for the years 2018,2019 and 20 ZO 



2020 

5# 

Name of Directors 

1 

Raheai Masud 

2 

Asim Nisar Bajwa 

3 

Ijaz Ahmed 

4 

Jahangir Khan Tareen - CEO 

5 

Mrs. Samira Mahmud 

6 

Mukhdoom Syed Ahmed 
Mahmud 

7 

Qasim Hussain Safdar 
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Shareholders: Major shareholders from 2018 

1-2020 are given below: 


2018 

2019 

2020 

Name of Share 
Holder 

No. of 
Share 

% age of 
Share 

No. of 
Share 

% age of 
Share 

No, of 
Share 

% age of 
Share 

Jahangir Khan Tareen 

12,802,293 

21.42% 

9,802,293 

16.39% 

9,802,293 

16.39% 

Mukhdoom Syed 
Ahmed Mahmud 

15,843,932 

26.51% 

15,843,932 

26.50% 

15,843,932 

26.50% 

Mrs. Samira Mahmud 

651,864 

1.09% 

651,864 

1.09% 

651,864 

1.09% 

Ali Khan Tareen 

S, 136,938 

13.61% 

11,136,988 

18.63% 

11,136,988 

18.63% 

Rana Nasim Ahmed 

4,437,381 

7.42% 

4,437,381 

7.42% 

4,437,381 

7.42% 

Mrs. Amina Tareen 
w/o Jahangir Khan 
Tareen 

2,285,636 

3.82% 

2,285,636 

3.82% 

2,285,636 

3.82% 


44,158,094 

73.85% 

44,158,094 

73.85% 

44,158,094 

73.85% 

OTHERS 

15,618,567 

26.15% 

15,618,567 

26.15% 

15,618,567 

26.15% 

TOTAL SHARES 

59,776,661 

100.00% 

59,776,661 

100.00% 

59,776,661 

100.00% 


*based on annual audited accounts of30-09-2018,30-09-2019, 30-09-2019 

Kev Financial Ratios: _ 


PARTICULARS 

FY2017-18 

FY2018-19 

RETURN ON INVESTMENT; 

-2% 

6% 

Net Profit 

-203,440,515 

553,296,423 

Total Equity 

8,227,486,660 

8,772,864,476 




LIQUIDITY / CURRENT RATIO: 

0.84 

0,71 

Current Assets 

32,617,934,756 

23,762,939,730 

Current Liabilities 

38,984,691,971 

33,576,408,072 




LONG TERM DEBT- EQUITY RATIO: 

1.29 

0.67 

Long Term Debt 

10,601,323,976 

5,910,952,329 

Total Equity 

8,227,486,660 

8,772,864,476 




TOTAL DEBT - EQUITY RATIO 

6.03 

4.S 

Long Term + Short Term Debt 

49,586,015,947 

39,487,360,401 

Total Equity 

8,227,486,660 

8,772,864,476 




EFFICIENCY RATIO: 

RETURN ON ASSETS 

-0.4% 

1% 

Net Profit 

-203,440,515 

553,296,423 

Total Assets 

57,813,502,607 

43,260,224,877 


Horizontal and Vertical Analysis: 

Detailed Horizontal and Vertical analysis of Balance Sheet and Profit and Loss 
Account for the years ended 2018 & 2019 are tabulated as under:- 
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Horizontal and Vertical Analysis of the Balance Sheet; 



2018 

2017 

% Change 


Rupees 

Rupees 

Share Capital & 

Reserves 




Share Caprta! 

597,766,610 

597,766,610 

0.0% 

Share Premium Reserve 

678,316,928 

678,316,928 

0.0% 

Accumulated Profit 

6,951,403,122 

7,343,537,818 

-5.3% 


8,227,486,660 

8,619,621,356 

-4.5% 









Non-current Liabilities 




Long Term Finances- 
Secured 

8,785,694,471 

9,792,313,674 

-10.3% 

Liabilities against assets 
subject to ffnance lease- 
Secured 

144,677,914 

153,047,674 

■5.5% 

Deferred Taxation 

1,617,167,472 

1,753,983,783 

-7.8% 

Retirement Benefits 

53,784,119 

29,618,756 

81.6% 


10,601,323,976 

11,728,963,887 

-9.6% 

Current Liabilities 




Short Term Borrowings 

23,553,685,516 

10,053,163,155 

134,3% 

Current Portion of Non- 
Current Liabilities 

4,106,050,113 

3,368,757,109 

21.9% 

Trade and Other 

Payables 

2,618,215,431 

1,882,686,700 

39.1% 

Advances from 

Customers 

8,138,041,881 

6,418,358,640 

26,8% 

Unclaimed dividend 

34,072,815 

64,248,402 

-47,0% 

Accrued 

Pro fit/i nte rest / Ma rku p 

534,626,215 

226,191,820 

136,4% 


38,984,691,971 

22,013,405,826 

77.1% 

Contingencies and 
Commitments 




Total 

57,813,502,607 

42,361,991,069 

36.5% 

1 - 








Non-Current Assets 




Property, Plant and 
Equipment 

22,010,170,144 

21,476,751,288 

2,5% 

investment Property 

213,599,597 

218,599,597 

0.0% 

Intangibles 

618,849,288 

620,889,016 

-0.3% 

Long Term Investments 

2,310,460,383 

2,303,373,840 

0.3% 

Long Term Advances 

- 

3,272,223 

-100.0% 

Long Term Deposits 

37,488,439 

54,978,065 

-31,8% 


25,195,567,851 

24,677,869,029 

2.1% 
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Current Assets 




Biological Assets 

2,024,707,028 

2,282,737,798 

■11.3% 

Stores, Spare Parts and 
Loose Tools 

1,309,256,367 

1,412,675,360 

-7.3% 

Stock-in-trade 

19,730,034,110 

7,939,757,487 

148.5% 

Trade debts-un secured 
considered good 

5,471,467,968 

2,941,217,253 

86.0% 

Advances, deposits, 
prepayments and other 
receivables 

3,028,850,483 

2,182,572,655 

38.8% 

Advance tax-net 

947,704,351 

791,404,202 

19.7% 

Cash and Bank Balances 

105,914,449 

133,757,275 

-20.8% 


32,617,934,756 

17,684,122,040 

84,4% 

Total 

57,813,502,607 

42,361,991,069 

36.5% 


From the above analysis, it may be noted that the company went on a spree 
of short term borrowings as its current liabilities surged by 77% or Rs 16.9 
billion during the year whereas its non-current liabilities declined to the tune of Rsl 
billion or 9.6% as compared to last year. The company's equity also showed 
downward trend during the year; however, the company's asset base swelled by 
36.5% or RslS.S billion during the year on the back of increased short term 
borrowings. 



2018 

% of Total 


Rupees 


Share Capital & Reserves 



Share Capital 

597,766,610 

1.0% 

Share Premium Reserve 

678,316,928 

1.2% 

Accumulated Profit 

6,951,403,122 

12.0% 


8,227,486,660 

14.2% 




Non-current Liabilities 



Long Term Finances-Secured 

8,785,694,471 

15.2% 

Liabilities against assets subject to finance iease- 
Secured 

144,677,914 

0.3% 

Deferred Taxation 

1,617,167,472 

2.8% 

Retfrement Benefits 

53,784,119 

0.1% 


10,601,323,976 

IS. 3% 

Current Liabilities 



Short Term Borrowings 

23,553,685,516 

40.7% 

Current Portion of Non-Current Liabilities 

4,106,050,113 

71% 

Trade and Other Payah[es 

2,613,215,431 

4.5% 

Advances from Customers 

8,138,041,881 

14.1% 

Unclaimed dividend 

34,072,515 

0.1% 

Accrued Profit/Interest/Markup 

534,626,215 

0.9% 


38,984,691,971 

67.4% 
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Contingencies and Commitments 



Total 

57,813,502,607 

100,0% 




Non-Current Assets 



Property, Plant and Equipment 

22,010,170,144 

38,1% 

Investment Property 

218,599,597 

0,4% 

Intangibles 

618,849,288 

1,1% 

Long Term Investments 

2,310,460,383 

4.0% 

Long Term Advances 

- 

0.0% 

Long Term Deposits 

37,488,439 

0.1% 


25,195,567,851 

43.6% 

Current Assets 



Biological Assets 

2,024,707,028 

3,5% 

Stores, Spare Parts and Loose Tools 

1,309,256,367 

2.3% 

Stock-in-trade 

19,730,034,110 

34,1% 

Trade debts-un secured considered good 

5,471,467,968 

9,5% 

Advances, deposits, prepayments and other 
receivables 

3,028,850,483 

5.2% 

Advance tax-net 

947,704,351 

1,6% 

Cash and Bank Balances 

105,914,449 

0.2% 


32,617,934,756 

56.4% 

Total 

57,813,502,607 

100.0% 


Horizontal and Vertical Analysis of the Profit and Loss Statement: FY 2017-18 



2018 

2017 

% Change 


Rupees 

Rupees 

Gross Sales 

40,251,476,355 

49,962,324,692 

-19.4% 

Sale tax and others 

(2,986,969,986) 

(4,530,367,689) 

-34.1% 

Net Sales 

37,264,506,369 

45,431,957,003 

-18.0% 

Cost of Sales 

(34,517,475,229) 

(40,807,425,417) 

-15.4% 

Gross Profit 

2,747,031,140 

4,624,531,586 

-40.6% 




Administrative expenses 

(1,033,466,077) 

(1,099,255,365) 

-6.0% 

Selling expenses 

(54,961,141) 

(84,805,426) 

-35.2% 

Other income 

475,637,156 

571,049,173 

-16.7% 

Other expenses 

(5,237,703) 

(166,539,881) 

-96.9% 


(618,027,765) 

(779,551,499) 

-20.7% 

Profit from Operations 

2,129,003,375 

3,844,980,087 

-44.6% 




Finance Cost 

(2,269,761,395) 

(1,665,293,789) 

36.3% 

Profit / (Loss) before taxation 

(140,758,020) 

2,179,697,916 

106.5% 

Taxation 

(62,682,495) 

(591,301,563) 

-89.4% 

Profit / (Loss) after taxation 

(203,440,515) 

1,588,396,353 

-112.8% 

Earnings /(Loss) per share-basic 
and diluted 

(3.40) 

26,57 

-312.8% 
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As shown in the above table, the sales of the company declined significantly 
by 19,4% which adversely impacted the gross profits by 40.6% Although the 
company managed to reduce its expenses by 20.7% or 160 million, however, the 
profit from operations were reduced by 44.6% during the year. On the other 
hand, finance cost increased appreciably by 36.3% or 600 million during the year. 
All these factors led to net loss of Rs203.44 million during the year as compared of 
Rsl.538 billion during FY 2017-18. 



2018 

% 


Rupees 

Analysis 

Gross Sales 

40,251,476,355 

1Q0%1 

Sale tax and others 

(2,986,969,986) 

-7.4% 

Net Safes 

37,264,506,369 

92.6% 

Cost of Saies 

(34,517,475,229) 

-85.8% 

Grass Profit 

2,747,031,140 

6.8% 




Administrative expenses 

(1,033,466,077) 

-2.6% 

Selling expenses 

(54,961,141) 

-0.1% 

Other income 

475,637,156 

1.2% 

Other expenses 

(5,237,703) 

0.0% 


(618,027,765) 

-1,5% 

Profit from Operations 

2,129,003,375 

5.3% 




Finance Cost 

(2,269,761,395) 

-5.6% ’ 

Profit / (Loss) before taxation 

(140,758,020) 

-0.3% 

Taxation 

(62,682,495) 

-0.2% 

Profit / (toss) after taxation 

(203,440,515) 

-0.5% 


Horizontal and Vertical Analysis of the Balance Sheet:[FY 2018-19] 



2019 

2013 

Horizontal 


Rupees 

Rupees 

Analysis 

Share Capital & Reserves 




Share Capital 

597,766,610 

597,766,610 

0.0% 

Share Premium Reserve 

678,316,928 

678,316,928 

0.0% 

Accumulated Profit 

7,496,780,938 

6,951.403,122 

7.8% 


8,772,864,476 

8,227,486,660 

6,6% 









Non-current Liabilities 
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Long Term Finances-Secured 

4,962,121,804 

8,785,694,471 

-43.5% 

Liabilities against assets subject to 
finance lease-Secured 

151,728,045 

144,677,914 

4.9% 

Deferred Taxation 

721,985,832 

1,617,167,472 

-55.4% 

Retirement Benefits 

75,116,648 

53,784,119 

39.7% 


5,910,952,329 

10,601,323,976 

-44.2% 

Current Liabilities 




Short Term Borrowings 

16,513,317,010 

23,553,685,516 

-29.9% 

Current Portion of Non-Current 
Liabilities 

4,146,556,265 

4,106,050,113 

1.0% 

Trade and Other Payables 

3,050,564,167 

2,618,215,431 

16.5% 

Advances from Customers 

9,091,672,650 

8,138,041,881 

11.7% 

Unclaimed dividend 

31,620,357 

34,072,815 

-7,2% 

Accrued Profit/fnterest/Markup 

742,677,623 

534,626,215 

38.9% 


33,576/408,072 

38,984,691,971 

-13,9% 

Contingencies and Commitments 




Total 

48,260,224,877 

57,813,502,607 

-16,5% 









Non-Current Assets 




Property, Plant and Equipment 

21,958,943,693 

22,010,170,144 

-0.2% 

Investment Property 

219,015,262 

218,599,597 

0.2% 

Intangibles 

616,809,560 

618,849,288 

-0.3% 

Long Term Investments 

1,651,603,405 

2,310,460,383 

-28.5% 

Long Term Advances 

- 

- 


Long Term Deposits 

50,913,227 

37,488,439 

35.8% 


24,497,285,147 

25,195,567,851 

-2,8% 

Current Assets 




Biological Assets 

2,018,952,863 

2,024,707,028 

-03% 

Stores, Spare Parts and Loose Tools 

1,527,111,297 

1,309,256,367 

16.6% 

Stock-in-trade 

11,505,748,375 

19,730,034,110 

-41.7% 

Trade debts-un secured considered 
good 

7,254,991,500 

5,471,467,963 

32.6% 

Advances, deposits, prepayments and 
other receivables 

844,332,030 

3,028,850,483 

-72.1% 

Advance tax-net 

S19,761,421 

947,704,351 

-45.2% 

Cash and Bank Balances 

92,042,244 

105,914,449 

-13.1% 


23,762,939,730 

32,617,934,756 

-27,1% 

Total 

48,260,224,877 

57,813,502,607 

-16.5% 


During the year 2018-19, it Is evident from the above table that the company 
has paid off its liabilities (both non-current and current} to the tune of RslO 
billion, which has also affected its total asset base and current assets which declined 
by 16.5% and 27% respectively. The equity has however increased slightly by 
6.6% during this period on the back of increased profitability during the year. 
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2019 

Vertical 


Rupees 

Analysis 

Share Capital & Reserves 



Share Capital 

597,766,610 

1.2% 

Share Premium Reserve 

678,316,923 

1.4% 

Accumulated Profit 

7,296,780,933 

15.1% 


8,572,864,476 

17.8% 







Non-current Liabilities 



Long Term Finances-Secured 

4,962,121,804 

10.3% 

Liabilities against assets subject to finance lease- 
Secured 

151,728,045 

0.3% 

Deferred Taxation 

721,985,832 

1.5% 

Retirement Benefits 

75,116,648 

0.2% 


5,910,952,329 

12.2% 

Current Liabilities 



Short Term Borrowings 

16,513,317,010 

34.2% 

Current Portion of Non-Current Liabilities 

4,146,556,265 

8.6% 

Trade and Other Payables 

3,050,564,167 

6.3% 

Advances from Customers 

9,091,672,650 

18.8% 

Unclaimed dividend 

31,620,357 

0.1% 

Accrued Profit/Interest/Markup 

742,677,623 

1.5% 


33,576,408,072 

69.6% 

Contingencies and Commitments 



Total 

48,260,224,877 

100-0% 







Non-Current Assets 



Property, Plant and Equipment 

21,958,943,693 

45.5% 

Investment Property 

219,015,262 

0.5% 

Intangibles 

616,809,560 

1.3% 

Long Term Investments 

1,651,603,405 

3.4% 

Long Term Advances 

- 

0.0% 

Long Term Deposits 

50,913,227 

0.1% 


24,497,285,147 

50.8% 

Current Assets 



Biological Assets 

2,018,952,863 

4,2% 

Stores, Spare Parts and Loose Toois 

1,527,111,297 

3.2% 

Stock-in-trade 

11,505,748,375 

23.8% 

Trade debts-unsecured considered good 

7,254,991,500 

15.0% 

Advances, deposits, prepayments and other receivables 

844,332,030 

1.7% 

Advance tax-net 

519,761,421 

1.1% 
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Cash and Bank Balances 

92,042,244 

0.2% 


23,762,939,730 

49.2% 

Total 

48,260,224,877 

100.0% 


Horizontal and Vertical Analysis of the Profit and Loss Statement* [FY 2018-19] 



2019 

2018 

Horizontal 


Rupees 

Rupees 

Analysis 

Gross Sales 

54,724,042,194 I 

40,251,476,355 

36.0% 

Sale tax and others 

(5,604,189,026) 

(2,986,969,986) 

87.6% 

Net Sales 

49,119,853,168 

37,264,506,369 

31,8% 

Cost of Sales 

(43,903,667,735) 

(34,517,475,229) 

27.2% 

Gross Profit 

5,216,185,433 

2,747,031,140 

89.9% 





Administrative expenses 

(1,241,560,050) 

(1,033,466,077) 

20.1% 

Selling expenses 

(62,008,119) 

(54,961,141) 

12.8% 

Other income 

593,359,062 

475,637,156 

24.8% 

Other expenses 

(754,315,845) 

(5,237,703) 

14301.7% 


(1,464,524,952) 

(618,027,765) 

137.0% 

Profit from Operations 

3,751,660,481 

2,129,003,375 

76.2% 





Finance Cost 

(3,511,600,842) 

(2,269,761,395) 

54.7% 

Profit / (Loss) before taxation 

240,059,639 

(140,758,020) 

-270.5% 

Taxation 

313,236,784 

(62,682,495) 

■599.7% 

Profit / (Loss) after taxation 

553,296,423 

(203,440,515} 

-372.0% 

Earnings /(Loss) per share-basic and 
diluted 

9.26 

(3.40} 

*372.4% 



2019 

Vertical 


Rupees 

Analysis 

Gross Sales 

54,724,042,194 

100% 

Sale tax and others 

(5,604,189,026) 

-10.2% 

Net Sales 

49,119,853,168 

89.8% 

Cost of Sales 

(43,903,667,735) 

-80.2% 

Gross Profit 

5,216,185,433 

9.S% 




Administrative expenses 

(1,241,560,050) 

-2.3% 

Selling expenses 

(62,008,119) 

-0.1% 

Other income 

593,359,062 

1,1% 

Other expenses 

(754,315,845) 

-1.4% 


(1,464,524,952) 

-2.7% 

Profit from Operations 

3,751,660,481 

6.9% 



Finance Cost 

(3,511,600,842) 

-6.4% 

Profit / (Loss) before taxation 

240,059,639 

0.4% 

Taxation 

313,236,784 

0.6% 
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| Profit / (Loss} after taxation 

MAJOR OBSERVATIONS REGARDING TAX: 
Analysis of Income Tax Declarations: 


553,296,423 


1 . 0 % 


Below is a brief of Income Tax return filed by the company for tax year 2019. 


Tax Years 

2019 

Special Tax Vear/Period 

01-Oct-20 17 - 30-Sep- 
2018 

Net Revenue 

37,280,440,380 

Domestic Sales 

25,700,353,754 

Export Safes 

11,580,086,626 

Cost of sales 

34,148,122,116 

Opening Stock 

7,939,757,487 

Net Purchases 

38,361,653,585 

Consumed 

26,571,376,962 l 

Direct Expenses 

7,576,745,154 

Closing Stock 

19,730,034,110 

Gross Profit 

3,132,318,264 

Other Revenues 

475,637,156 

Management, Administrative, Selling & financial 
Expenses (Ind. Financial Charges) 

3,732,779,429 

Profit on Debt { Financial Charges) 

2,269,761,395 

Accounting Profit / (Loss) 

(124,824,009) 

Inadmissible deductions: 

3,050,916,107 

Add Backs ii/s 28(l)(b) Lease Rental not admissible 

17,037,141 

Add Backs Tax Gain on Sale of Assets 

422,042,981 

Other inadmissible Deductions 

1,068,413,810 

Add Backs Accounting Amortization 

2,039,728 

Add Backs Accounting Depreciation 

1,541,382,447 

Admissible Deductions: 

5,581,561,765 

Accounting Gain on Sale of Assets 

222,815,041 

Tax Amortization for Current Year 

2,039,728 

Tax Depreciation / initial Allowance for Current Year 

2,221,110,154 

Other Admissible Deductions 

3,135,596,842 

Tax (Loss) on Sale of Assets 


Unabsorbed Tax Depreciation for Previous Years 


Income/(Loss) from Business 

(2,655,469,667) 


In Income Tax Return for the tax year 2019 (from October 17 to September 
18), the company declared huge losses after taking into account the cost of sales and 
admissible expenses i.e. Tax Depredation etc. 
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The detailed analysis of the factors leading to loss for the year shows the 
following results: 



2017 

2018 

2019 

Gross Profit Ratio 

17.31% 

10.74% 

8.40% 

Cost of Sales to Sales Ratio 

82.69% 

89.26% 

91.60% 

Raw material to Cost ratio 

85.53% 

84.29% 

77.81% 

Tax Depredation to Gross 
Revenue Ratio 

4.71% 

3.82% 

5.96% 

Financial expense to Indirect 
Expenses ratio 

37.56% 

55.04% 

60.81% 


It is observed that for tax year 2019, the company has shown reduced GP 
ratio in comparison to other years due to the fact that its cost of sales has 
increased from 89 to 91 %. Financial cost has also increased considerably. 

Further, the company has availed huge tax credits u/s 65 B of Income Tax 
Ordinance, 2001 and has set off all its tax liability against this credit and has claimed 
refund of other taxes withheld at source. The detail is as under: 


Tax Liability 

311.494.539 

Tax Credits / Tax Credit for Non-Eauitv 

Investment in Plant and Machinery u/s 65B 

(127,463,988) 




184.030.551 

Withholding Income Tax 

494,741,625 

Advance Income Tax 

157,567,617 

Refundable Income Tax 

(374.230.077) 


According to the Note 19.5 to the final accounts 2018 [tax year 2019}, the 
taxpayer has disposed off various moveable assets including cars, tractors and 
aircraft. Most of these assets are sold at dose to the book value, therefore, 
benefits provided by the purchasers of these assets should be tax under the law. 
Moreover, plant and machinery of book value of Rs. 260.4 million (cost: Rs. 456.34 
million] was sold in the tax year 2019 at Rs. 430.6 million to M/s JK Sugar Mills 
(Pvt.) Limited, the purchaser company belongs to one of the major shareholders of 
the taxpayer namely Mr. Jehangir Tareen, therefore, fair market value of the 
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machinery is required to be determined to ascertain whether this transaction was 
arm's length or otherwise. 

The company shows 91 % cost of sales ratio in this year which means that 
91% of total revenue is claimed as cost, which is very huge and needs 
verification. 

The company has availed refund of Rs. 210 million in previous five years, and 
for tax year 2019, its claim of refund is of Rs. 374,230,077 however, no refund has 
been issued. 

Findings and Recommendations: 

It is observed that in Tax year 2019, the company has not paid any substantial 
income tax as major part of tax chargeable has been adjusted against the tax credits 
u/s 65B and remaining has been adjusted against the taxes withheld. Total 
contribution by the company is the amount of withholding taxes and advance tax 
paid by it, which is ultimately claimed as refund, liability being adjusted against tax 
credits, 

Complete audit of the company for last five tax years is required to ascertain 
the genuineness of the claims of credits and depreciation. For this purpose, survey of 
documents related to import and installation of plant and machinery rs required. 

The capacity and production of the mill also needs to be cross checked 
against the claim of tax credits as the plant and machinery thus installed is 
intended for balancing, modernization or replacement of existing machinery on the 
premises. 

On spot visit of the factories is also necessary for verification of the above 
facts, along with examination of documents and record related to plant and 
machinery. 

The company is also engaged in transactions with sister concerns, therefore, 
determination of arm’s length transactions is also important in this case. 

Company's withholding liability needs to be audited too to check if it is 
deducting due taxes from its distributors and wholesalers and the taxes so 
deducted are being deposited in government exchequer. 

Aspects of benami transactions in names of employees or truck drivers are to 
be checked in detail. 

Complete investigation of cash withdrawals from bank accounts of the 
company is also required as the return reveals huge cash withdrawals in tax year 
2019. 
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ANNEXURE 1 


TEMPLATE FOR COST OF PRODUCTION OF SUGAR (COGS) 


Cane Crushed 

Kb 


Price 


Sugar production 

KC 


Recovery Ratio 


Quantity of Molasses as byproduct 

H 


Mpla»es Ratio 


Quantity of Baggase « by-product 

Kf 




Quantity pf Mud as by-product 

Kfi 


Mud ratio 


Sale Price of Molasses 

Rs^/Kg 



Sale Price of Baggase 

m-fltg 


Sale Price of Mud 

Hs/K* 



Cost of sugarcane 

Cost fRs.) 

Rs./«a 

Procurement of sugarcane 

- ■■ 

- 

Hoadou 

- 



- 

■ 

Market Committee Fee 

- 


Conversion Cost- -Fixed 

~ 

- 

Depredation (SUGAR MILL & BUILDING ) 

■* ■ 

- 

Salaries and wages (DIRECT LABOUR & PRODUCTION STAFF ) 

- 

- 

Reparr & maintenance (SUGAR MILL A BUILDING) 

- 

- 

Stores and spans (production process) 

- 

- 

Other expense* (Only production roeatedJ 

- 

- 


Conversion Cost - Variable 


Packing material (SUGAR PRODUCTION) 

- - 

- 

Chemicals (SUGAR PRODUCTION) 

- 

- 

Oil arid lubricants (SUGAR PRODUCTION) 

- 

- 


Direct Costs of Electricity used for Production of Sugar 


Cost of Steam 

Electricity {TOTAL UNITS CONSUMED X Kw/tl Rite) 



, 

Other* 



Insurance expenses (SUGAR PRODUCTION) 

Brokerage & commission 

Other expenw* 

Other Income 




TOTAL DIRECT COST OF 5UGAA PRODUCED 

Revenue From By-Products 





Less ; Sale of Total Molasses (hum crushing of sugarcane this year) 

Sale of Total B*gaj*e (from crushing of sugarcane tills year) 

Stock of Bagasse 

salt Of Total Mud (from crushing of sugarcane this year) 



- 

Allocated Cast on the Basts of Sugar Production 



Financial expenses 


- 

- 

Salaries A Wages (Admin expensesl 


f- 

- 

Admin expenses 


- 


COST OF SlKaAH PRODUCED N ET OF REVEN UE OF BV-PRO DUCTS 

1 -J 

1 - 1 


ADD: MARG IN @ 15% 


ADD: SALE5 TAX 


EX - MILL PRICE | | 
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ANNEXURE 2 


Principles of IFRS - Cost of Production 

Financial statements prepared on IFRSs present fairly the financial position, 
financial performance and cash flows of an entity. Fair presentation requires the 
true representation of the effects of transactions, other events and conditions in 
accordance with the definitions and recognition criteria for assets, liabilities, income 
and expenses set out in the "Conceptual Framework for Financial Reporting" [the 
Framework). Hence, the focus of the Framework is on principles rather on setting 
hard rules. Elements directly related to measurement of financial position (balance 
sheet) and financial performance (income statement) are defined in the 
Framework along with the recognition and measurement basis of these elements 
on the balance sheet and income statement. 

Since recognition, measurement and presentation of expenses in financial 
statements is the purpose of this subject, only information relevant to this element 
is presented hereinafter: 

Definition of Expense: 

Expenses are decreases in economic benefits during the accounting period in 
the form of outflows or depletions of assets or incurrence of liabilities that result in 
decreases in equity, other than those relating to distributions to equity participants. 
The definition of expenses encompasses losses as well as those expenses that arise 
in the course of the ordinary activities of the entity. Expenses that arise in the course 
of the ordinary activities of the entity include, for example, cost of sales, wages and 
depreciation, They usually take the form of an outflow or depletion of assets such as 
cash and cash equivalents, inventory, property, plant and equipment. 

Recognition of Expense: 

Recognition is the process of incorporating in the balance sheet or income 
statement an item that meets the definition of an element and satisfies the criteria 
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for recognition. An item that meets the definition of an element should be 
recognized if: 

(a) it is probable that any future economic benefit associated with the 
item will flow to or from the entity; and 

(b) the item has a cost or value that can be measured with reliability. 

Recognition involves the depiction of the item in words and by a monetary 

amount and the inclusion of that amount in the balance sheet or Income statement 
totals. Items that satisfy the recognition criteria should be recognized in the balance 
sheet or income statement. The failure to recognize such items is not rectified by 
disclosure of the accounting policies used nor by notes or explanatory material. 

Expenses are recognized in the income statement when decrease in future 
economic benefits related to a decrease in an asset or an increase of a liability has 
arisen that can be measured reliably. This means, in effect, that recognition of 
expenses occurs simultaneously with the recognition of an increase in liabilities ora 
decrease in assets (for example, the accrual of employee entitlements or the 
depreciation of equipment}. 

Expenses are recognized in the income statement on the basis of a direct 
association between the costs incurred and the earning of specific items of income. 
This process, commonly referred to as the matching of costs with revenues, 
involves the simultaneous or combined recognition of revenues and expenses that 
result directly and jointly from the same transactions or other events; for example, 
the various components of expense making up the cost of goods sold are 
recognized at the same time as the income derived from the sale of the goods. 
However, the application of the matching concept under this Framework does not 
allow the recognition of items in the balance sheet which do not meet the definition 
of assets or liabilities. 

Measurement of Expenses: 

Measurement is the process of determining the monetary amounts at which 
the elements of the financial statements are to be recognized and carried in the 
balance sheet and income statement. This involves the selection of the particular 
basis of measurement. A number of different measurement bases are employed to 
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different degrees and in varying combinations in financial statements. They include 
the following: 1} Historical cost, 2) Current cost, 3) Realizable (settlement value} and 
4) present value. 

The Framework does not include concepts or principles for selecting which 
measurement basis should be used for particular for particular elements of financial 
statement or in particular circumstances, individual standards and interpretations do 
provide this guidance, however. 


Page 227 of 253 


Analysis of expenses recognized in income statement: 

The structure and contents of the complete set of financial statements are 
defined in International Accounting Standard (IAS) 1 "Presentation of Financial 
Statements", 

Para 99 of IAS 1 requires an entity to present an analysis of expenses 
recognized in income statement using a classification based on either nature or their 
function within the entity, whichever provides more reliable and more relevant 
information. 


Extract of para 102 and 103 of IAS 1 explaini ng these analyses along with 
examples are as follows: 

The first form of analysis is the 'nature of expense ' method. An entity 
aggregates expenses within profit or toss according to their nature {for 
example, depreciation, purchases of materials, transport costs, employee 
benefits and advertising costs), and does not reallocate them among 
functions within the entity. This method may be simple to apply because no 
allocations of expenses to functional classifications are necessary. An example 
of a classification using the nature of expense method is as follows: 


ffevenae X 

Other income X 

Changes in inventories of finished goods and work in progress X 

Raw materials and consumables used 
X 

Employee benefits expense X 

Depreciation and amortisation expense X 

Other expenses X 

Total expenses 
(X) 

Profit before tux X 


The second form of analysis is the 'function of expense ' or 'cost of sales' 
method and classifies expenses according to their function as part of cost of 
sates or, for example, the costs of distribution or administrative activities. At a 
minimum, an entity discloses its cost of sales under this method separately 
from other expenses. This method can provide more relevant information to 
users than the classification of expenses by nature, but allocating costs to 
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functions may require arbitrary aiiocations and involve considerable 
judgment. 


Revenue 

X 

Cost of sates 

(X) 

Gross profit 

X 

Other income 

X 

Distribution costs 

(X) 

Administrative expenses 

(X) 

Other expenses 

(X) 

Profit before tax 

X 


The Standards require management to choose a method which presents 
reliable and more relevant information considering historical and industry factors 
and nature of entity. However, because information on the nature of expenses is 
useful in predicting future cash flows, additional disclosure is required when the 
function of expense classification is used. 


Definition of inventories in IAS 2 defines categories of inventories held by entities. 

inventories are assets: 

(a) held for sale in the ordinary course of business; 

(b) in the process of production for such sale; or 

(c) in the farm of materials or supplies to be consumed in the 
production process or in the rendering of services. 

Held for sale in ordinary course of business denotes finished goods produced by the 
manufacturer and goods purchased and held for resale including, for example, 
merchandise purchased by a retailer. Inventories in the process of production are 
work in process while other category represents raw material and consumable 
supplies to be used in production process by the manufacturer. 

The inventories items defined above are measurement using basis as defined in para 
9 of IAS -2, which is: 

inventories shall be measured at the lower of cost and net realizable value. 

IAS 2 stipulates that the costs that are to be included in inventories value are 
"all costs of purchase, costs of conversion, and other costs incurred in bringing 
the inventories to their present location and condition." 
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Under this IFRS, the costs that are excluded from inventory value Include: 
abnormal costs that are incurred as a result of material waste, labor or other 
production conversion inputs, storage costs {unless required as part of the 
production process), and all administrative overhead and selling costs. 

These inventories items are expensed in the period in which related revenue 
is recognized. Para 34 of IAS 2 states that: 

When inventories ore sold, the carrying amount of those inventories shall be 

recognized as an expense in the period in which the related revenue is 

recognized. 

A sugar manufacturing company Is required to follow measurement and 
recognition criteria for measurement of expense and inventory for all of its line of 
business whether it is agricultural sale, power generation, manufacturing of main 
product or joint product or by-product except for measurement of agricultural 
produce at the point of harvest. Measurement of agricultural produce at the 
point of harvest is excluded from the scope of IAS - 2 and is covered in another 
standard i.e. IAS 41 - "Agriculture". In accordance with Para 13 of IAS 41, 
inventories comprising agricultural produce that an entity has harvested from its 
biological assets are measured on initial recognition at their fair value less costs to 
sell at the point of harvest This is the cost of the inventories at that date for 
application of IA5 2. 

The terms 'cost of sales', 'cost of goods sold' or 'cost of goods manufactured' 
are not defined in IFRSs and neither are their components. However, the recognition 
criteria of expense, measurement basis of inventories and presentation of expense 
analysis as per their function construe the basts for presenting cost of sale/cost of 
goods sold in the income statement. 

Measurement of inventory and recognition of expense is summarized below 
on the basis of principles contained in IFRSs: 
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Raw material held for production process and trading stock for trading ; 


These are measured at lower of cost and NRV. 

Costs of purchase: 

The cost of raw material held for onward production process and trading 
stock held for resale comprise the purchase price, import duties and other taxes 
(other than those subsequently recoverable by the entity from the taxing 
authorities), and transport, handling and other costs directly attributable to the 
acquisition of finished goods, materials and services. Trade discounts, rebates and 
other simifar items are deducted in determining the costs of purchase. 

The carrying amount of trading stock determined on the above principle is 
expensed out in the period in which relevant revenue is recognized. 

Carrying amount of raw material determined on the above principle 
is expensed out as raw material consumed (cost of sugarcane) when raw 
material is issued for production process. 

Carrying amount of self-agriculture produced used for production 
includes fair value of determined as per IAS 41 and transport, handling and 
other directly attributable costs incurred in bringing the inventory to the 
present location and condition. A gain or toss arising on initial recognition 
of agricultural produce at fair value less costs to sell shall be included in 
profit or loss for the period in which it arises. 


Cost of Conversion: 

The costs of conversion of raw material to finished goods include costs 
directly related to the units of production, such as direct labour. They also include 
a systematic allocation of fixed and variable production overheads that are 
incurred in converting materials into finished goods. Fixed production overheads 
are those indirect costs of production that remain relatively constant regardless of 
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the volume of production, such as depreciation and maintenance of factory 
buildings and equipment, and the cost of factory management and administration. 

Variable production overheads are those indirect costs of production that vary 
directly, or nearly directly, with the volume of production, such as indirect materials 
and indirect labour. 

The allocation of fixed production overheads to the costs of conversion is 
based on the normal capacity of the production facilities. Normal capacity is the 
production expected to be achieved on average over a number of periods or seasons 
under normal circumstances, taking into account the loss of capacity resulting from 
planned maintenance. The actual level of production may be used if it approximates 
normal capacity. The amount of fixed overhead allocated to each unit of production 
is not increased as a consequence of low production or idie plant. Unallocated 
overheads are recognized as an expense in the period in which they are incurred. In 
periods of abnormally high production, the amount of fixed overhead allocated to 
each unit of production is decreased so that inventories are not measured above 
cost. Variable production overheads are allocated to each unit of production on the 
basis of the actual use of the production facilities. 

A production process may result in more than one product being produced 
simultaneously. This is the case, for example, when joint products are produced or 
when there is a main product and a by-product. When the costs of conversion of 
each product are not separately identifiable, they are allocated between the 
products on a rational and consistent basis. The allocation may be based, for 
example, on the relative sales value of each product either at the stage in the 
production process when the products become separately identifiable, or at the 
completion of production. Most by-products, by their nature, are immaterial. When 
this is the case, they are often measured at net realizable value and this value is 
deducted from the cost of the main product. As a result, the carrying amount of the 
main product is not materially different from its cost. 

The Cost of conversion is expensed out in the period in which related 
revenue from the sale of finished goods is recognized. These expenses are 
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included in the cost of goods manufactured and presented as per "nature of 
expense" in the related note. 

Finished goods at year end : 

The cost of conversion determined on the allocation principle on finished 
products which are not sold at year is included in carrying value of finished goods 
along with related raw material carrying value subtracted from cost of goods 
manufactured to be accounted for as inventory on balance sheet. Any abnormal 
wastage due to inefficiency of labor, machine or material is no included white 
valuing finished good at hand and hence charged as period cost. 
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Calculation of Cast of Sugar - JDW - 2017-2013 


ANNEXURE1A 




Actual 



2t 

117-2018 

Cm Crushed 



Price 

176 

Sugar prCkfcxtK>n 

<f 

B4TU^U 

Hecwirv Ratio 

i&.ssat 

Quail Ifl* of MoUw a irreratott 

to 

42tf» J l» 

Mdatwi Rada 

S.UN 

QOMUIt OfT Ranue ai 

Kk 

XEtUttjHfl 

Eagan* Ratio 

30,56* 

OunntllY ef Mud as bf-pradua 

4 

25^A73vOD6 

Mud mid 

IW 

Me Ppd^AAOlaun 

ks./Kf 




5*ie Priced * 49 ** 

fe.ttl 

i ,m 



UePrinnf Ifcid 

fc/Kl 

tm 



Cost ef suga rone 


Cost (Rs.Ji 

Rs./Kg 


PrtrtuTTtHint d iUAlttan# 


37,ii7,s§6 l 93g 

41.7? 


id doeis 


HW19,7D5 

■0.28 




52,673,370 1 

« 


MurRxt Cemmlrtee fee 







S3 AiMSO^W 

4ilD 


tnnwncn Gl=t ■ Pied 





De^teimn \?KMM MIL14 BUILDING \ 


829,386,563 

033 


Salaries and wages jDfRECT LASOUW A PROOUG10N STAFF] 


1,711,97^55 

133 


La pair 4 mHitenanoe (SUGAR MILL 4 HOLDING) 



a.«05 


Storo and spares (PRODUCTKM PROCESS) 


miPMi 

102 


other [onlt pncsucnoN rolatbdo 


35&W7JI1 

0,40 



Cwweniw Cost - Variable 

PfcWw matariri (SUGAR PKWUCTlDHi) 

Ownlcafa (SUGAR PRODUCTION^ 

Oi art hjbHdrrft (SUGAR HOWCTlONf 

Direct tests of Elect rid Ly used tar Predurttan d i*ar 
GOGtofStBDl 

EtaClHdtV(TOTAL UNITS CONSUMED i Kw/h tax) 


Others 

Imnm iiptran (SUGAR PfiD 0 UCT 10 N| 
bdunf|A,c«rM|iAA 

Dllteir eiperus 


TOTAL DflECT COST OF SUGAR PROWKED 

Revenue Fram By-Predueu 

Leu [ Sate eftMal Mnlaues jfrcm mashing t4 jujutine tfili yeirt 
Sale at Total Baprtsu jfram erushtnf of sigareane iNs fear) 
StedtuTDagara 

tali of Ipta* Mud (hum crushing &# sugarcane this fiarji 


All rated Cost an the Bash of Sugar Production 


fhvap£n| expenses 

Salene* t WagH (Admin, tirptiserj 
MnlnopenHS 


COST Of SUGAR PROCEED NET OF REVENUE Of BV-PflGOUtTt 


3^,157,815 

*43 

363,95^061 

0.41 

226,60X036 

0.25 

73,4SXSW 

OOfl 

w.onin 

WS 

2,(135,67^50 

229 

XOJ5,67(489 

7-25 

72,935,816 

OjM 

TOlS.flfi 

AH 

Hon^zsi.m 

7,44 

5/171, BJ>3,4HJ 

5.71 

7 ,£30,015,ECO 

4*6 

252,673,000 

028 


19.42 

* 

-I 


- 

■ 

EIJ25 I M9,?54 

35.14 | 


JDW 

20 

117-2018 

9,*22.435,181 

Price 

ITS 

888,710,559 

Reawery Hada 

1(L55* 


Molasses Barin 

UH 

2,5U450>0M 

Bagasse Ratio 

30.65* 

252^74000 

Mud ratio 

2-0054 

S.«D 


1.137 

0490 


Cost [Its.) Rs./Kg 


37,137,886,939 

4177 

245,813,705 

0.28 

53,861.396 

007 

52,073,378 

nrw 


3T J €PB r 2Al/U I2_17 


825,386,563 

0S3 


L51 

oo.bffii^&aa 

QJ06 

9W,217,157 

im 

35*967.821 

040 


j 1 I£D 1 lS7£lS 4.33 


363,99^061 

0.41 

226,601056 

D.2S 

73,492884 

0.03 


£64,090,981 9.7S 


923,547,71$ 

LW 

293,008,408 

0.33 

1^7396,120 

137 

401,324,680 

0,45 

16,534,011 

0,07. 

6,237,703 

m 

(390,511^*11 

(D.45) 

25^06,338 

0.03 

4Jy3i3^72,6® 

0.44 

7,«3,0Z6,Z19 

2.9? 

5.300,509,53* 

2.65 

1,011,99X215 

1.14 

127.204,290 

D.14 

547X611,259 

S.34 

VMJ,652,486 

1.89 

895,643,470 

4.78 

1)4,641,Oil 

«16 

2412,937, DCR 

2.94 

39^198,434 

*4.54 | 


ADD; MARGIN @ 15K 
ADD: 5A1E5TAX 

EX-MILL PAIS 


m 

5,M| 


EEJ 
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Calculation of Cost of Sugar - JDW - 2011-2019 


ANNEXURE13 



Actual 

21 

>18-2019 

cant Crushed 

*1 

5,571^95.000 

Net 

m 

Suprprrifirfiai 

u 

HWTTjWH 

nicmnrbtio 

j|r2S | % 

Cu^TtTtT Of Wo Laws w bp* radufl 

** 

UUM#» 

Metes*; Ratio 

463SS 

Quandt* of Hasps* as bv-prudun 

m 


fiF^ratris 

W 

Qnrtitr of Wud as brflwdud 

u 

1HU4UH) 

HU rath 

9.66U 

Ah Prtn flf Mriasm 

fc.ttf 

Li AH 



AhPrtee nf&agsHsa 

RS./R| 

3JM 



Ah Price nf Mud 


LOU 



Ztai nf s^artane 


Ccstjfis.l 

MS 


ftwmment cfiugamaM 



4ara 





0,26 


Agar cam handling flight £ dertopmenE espensw 


lJE.BM^U 

021 


Mlftolt CommUillii Fii 


... 






40.53 


COnUefwn Cfl«- FWcd 





□apmlrfni faLKW! MILL A BUHJ0IHC > 


flKLHOjOH 

1.36. 


Atria and paias 10* KT LABOUR l PRODUCTION SfAlfl 



3.42 


Repair & malrrtimance fMEM Mill £ BU1DING| 


Ef.fiM.JHl 

0.11 


Sexes and spares |PMDUCHDM WKESSj 



lid 


Other wpensaafdlNlfffldDUCn OH flEliAltDJ 



051. 



Canaertai Cost - Variable 
Pfiddr^ material jSUEAfl PHJXUCTMN) 

Chimisb (5WSAR FRODUCTIOhlf 
dll and Uuftants iWZM PRODUCDONl 

Dinrt Costs pf ElKtrkrtr usri Per Prod u dim uJ S^ar 
CortcfStwm 

Ostrich fTD'TAL UNITS CONSUMED a Kw/h tare? 

Cltvn 

Insuraiu npanes^UGAR PfiOftUCTlOH) 
irnkffi|E £ mnunlsEbn 
Other opetsu 
Other Income 

TOm HflECKOST OF 6UOAS PRODUCED 

RerrtriLt Rum By-PrcducLi 

LtS*: OffT-Otd |MpJa=iia> (taur- crutf^oCiuginsnplhii; 

All nf To&l lajpSfl fawn crushing uf ucarEam Ifn vnr[ 

Stocked Bairae 

All Trial *4ud fawn crushingd H^arsm this marf 


Allocated test on tf* uf A*ar Produrfrii 

RnancuJ ei^ens** 

Entries & Wages jAdmln orpanscsl 
Admin npcnws 


COST OF SUGAR PRODUCED 1 NET OF REVENUE OF flY-PflOOUCI? 

.130: HAFS?I § 15K 
.IZO: SALES TAX 
EX - MILL HUCE 


iTHmTH 

5.59 

3A^M/71 

m 1 

UfcBMOB 

Ml 


Old 

6H417JU 

0.99 


2.24 

1,431.646^74 

1.24 

7M*MSi 

0,12 

7H.4B3.35Z 

fl.ll 

aa^rao.ififf 

ISI 


5.00 

5,20^551,200 

0.12 

mi-^ooo 

P.27 


U45 


- 

* 


?T«fll| 

1 

5.3S 1 

1 

tw| 


JDW 

2018-2019 

5,571^95,000 

N«" 

ill 

mjnm 

RroftnAllo 

lliW 

131 .H4.DDD 1 

Mria«esFUo 

Ajm 

J.BlS.lK.MO 

PapeMfelln 

BLfi % 

1HLH5.WM 

WudratH 

icon: 

uu 


UN 


ASM 


CostjJkf 

Ri/Kg 

Z5.M3.ZZM17 

4QjQ5 



P25 


98,530,292 

006 


UfirWQSq 

(L21 


25£U,W4U 


BKLSKbOSB 

1JS 


IHWfcHS 

3A2 


£7,520,0*) 

0.11 


702,702,04 

Lid 


3744324s* 

0J4 



639 


3454*4411 

034 


13B.M3,408 

0J1 


wmm 

0.14 


«6^17 h HS 

fc» 


77 1j4 17^49 

1_20 


22^,4^7,203- 

036 



155 


037 



om 


4^61^(33 

0U07 



rcu66) 


[1SJ3M74] 

ID-20? 


1.94 

2^1,4604^ 

L49 


^115,34^33] 

437 


405>]1 1 35'3 

Q63 



Q2D 


4^19,611479 

7.6ft 

Wdas^m 

lift 


51342^654 

143 


116422^ 

034 


14tl43B4ffi 

5.14 

| K\ £>73.463,5(35 

46.9ft | 

] 

7 M | 

1 

» 6.661 

1 

HUD 

1 


Page 235 of 253 







































































































Ca lculation of Cost of Sugar - J D W - 2019-2020 


ANNEXURE 1C 




Actual 



2019-2020 

dnetrudied 

U 


PrtCS 

m 

*tgif praduOton 


mjmjno 

Recovery Ratio 


ffcurrtity of Hoboes is byproduct 

>4 


iflgiauei Halle 

OSji 

Quantity tf flaazK at jurereduct 

Kf 

1.5ULHMHH 

Bagasse Ratio 

fBJIK 

QuanCitv of Mud at by-prwiuci 

Hfc 

15*452jM0 

Mudiatu 

3.MN 

Sale Price of Molasses 

W/K* 

15-000 



silt Price of 

teVKf 

4jDQ0 



SAPrfatrfMihJ 

Rs./Kg 

IjOOO 



Cost of sugarcane 


Cost (Rs.} 

Rs./Kfi 


Procurement ofiLfertane 

Roadou 

Sugar cane handing freight A devetopniErat Eiiwises 


17,3^,466^51 

1ZU464&5 

i6,m^ 

51.01 

Q.23 

4.07 


CowttnlwCOft-FM _ _ 


ia.jsa.asj^ga 

Sill 



Deprewftin tSUSAR MlLLifi BUILDING ;■ 

SalirH and wag a {IMRfa LABOUR A PRCDUmar* 5TA3T> 
Rejrfr ft maintenance ^ SUGAR HU It M DING I 

Scores Mid sprES^ODUOTlGN PflDOSSf 

WwoqH»B|p«lV PRODUCTION RB£ATtU] 

Co rweraiun Cwt - Variable 
Packing miterlil [SUGAR PRODUCTION 
tfwMrtb (SUGAR FRCBUCT1QN) 
oarntf lubricant* (SUGAfl PRODUCTION) 

Diied lists of Electricity L&ed hr Predurclen at kjgar 


Electricity [TOTA1 UNITS CONSUMED iKw/h Rate) 


□then 

Insurerae wpenses |SUGAR PRODUCTION} 
Rn k eng e A uiTHi 15SI hi 
Other tqttrnn 
Other in cd me 




915,{JUJ69 

1,510,53 

743BXQ33 

772,97x967 

mjipia 

1.57 

4.5S 

0.24 

1.41 

0.7D 

■4455411,934 

1.49 

2.77,60^54 

0,51 

155^)1*593 

fl.34 

94474,548. 

0.17 

557JM1495 

1.92 

143141X7^ 

2.34 

1461411,704 

2.34 

49427386 

1J.W 


0.09 


total direct cost ap sugar produced 


34^141^412 


11.34 


Revenue Era m By-Produeti 


Otis: s*te sf Tctil Motaua ftem cwl*tl tfi uoran* U* war) 

Safe of Tutal' Bagasse |trwn nushiig of supacane tfili yearl 

Stndc of Bagasse 

Side ol Total mi thorn crwhlnt e* sy*nx»i tftfs it*r} 

X4ffitf7ftOW 

5473,496,™ 

1K4524H0- 

6.22 

H.D9 

0.23 


9,645/816,000 

17.59 

Allocated Cost on che flaws of Sugar Pfoduetlen 



Raanuat tsptfnFS 

- 

- 

Liories A Wages (Admin expenses} 


- 

Admin eipanses 


- 

COST OF SUGAR PRODUCED NTT OF REVENUE OF SIT-PRODUCTS 

25465^92411 

45.66 | 


JDW 

2019-2020 

5,291,732*000 

Prtee 

ni: 

S46J19J0W 

RenviryRath] 

1IL3ES 


Mdasses Ratio 

U$K 

14J9424JW0 

ftiEHH Ratio 

28.72K 

1HJ52JMO 

Mud ratio 

9.m 

11996 


Mil 


fc4W 


Cost (Rs-J 

Rs./Xg 

IT,568,4 G&JQ51 

51.02 


123,546466 

0-23 


16:343,546 

0 . 


MWM23 

QA2 


22459^57494 

5L73 

916,01X869 

1.67 


2,510557,931 

456 


744IKJ033 

0.14 


77X97^897 

1.41 


351,767,143 

0.76 


44SS f 711434 

M9 


377,666454 

0.51 


165^15^533 

034 


94474,446 

047 


557>»1495 


T6^1»,1K 

140 


943,639^62 

0-63 


X11M99467 

2.03 

43427486 

0.99 


IX65G.90T 

0j03 


21103^4 

03fl. 


(13134&6Z41 

[D^) 


MMfSJH 

DUB 

lUHUFtrlia 

1LW 

3,40X66X046 

6.22 


1,443437,361 

355 


9X272434 

0.17 


139,8D0jO35 

0.26 


54B^6$6^3ft 

10.19 

1.G1UB30K 

3.417 


1,006/659^0 

134 


297,074436 

D43 


2/929421,611 

S34 

| i?466yfl3;Jfl5 

SR. 57 | 


ADD MARGIN £ 15 s 

add*, sales tax 

EX - MILL PRICE 


I t85 l 

| ulSol 

i 


i ^°j 

I i£jT| 

i ™i 
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Calculation of Cost of Sugar - HAMZA-2017-2018 


MiNminsu 



Actual 

2017-18 

CuW&Hfafll 

[4 

a.wl.ie,*) 

Price 

lid 

^prpmliciLa 

4 


RECDW^KlHa 

UL4A 

QuntftirflfUftlHUf u bfflMiin 

4 

iKimim 

iMxmEtk 

UW 

&qnt'flr gt lUfijsi* ■ Iwwlwt 

H 

l,107,373,051 

DvantRi«g 

JQl2^ 

CdSrtHr flf My4 H 

u 

UGjjSH/BQ 

IliMtttft 

MW 

Salt Afci gf 

PMC 

12 


£afc ftri« gf hna^iferolHlY 


u« 

Sale Met Of Hid 

■sg^ 

UM 


Ccd^mpr^nt) 




Me 


122lZ7t],752 


133 


CwTWfion Cod - VvIiUe 
PatkJni mArid [?1KM PWWJCnM] 

Charon Is ESU5AA KHOUCHQtl| 

Oil and lubricants, hid aid pun [HKM KOODCTlCiN] 

Ond Cwta nf El stride uwd fw frwhiritin d Stgar 
Ekrtritftp j TOTAL UVVH CONSUMED k Kv/h FUtif 


m&btXB 

m.-fiii.-en 


H44 

US 

MB 


4H,7D(LtSI 
ffl.TUjM | 


LDJ 


WJHjOES 


3 


3J5 



TOTAL WRECT COST OF BIHAR PRODUCED 

HmicmH Fhffl B^fcdtu 

L m .: StfeafTofeJ MqIbh (Tran craNn gf sup ram ttaita) 

5#i oddd [from raWm erf nn^nm Aim id 

54c of TfltH U4 [from yw | 





HH0U 


ISUHyOTHST 


M.Kfll 


3.J13,I21,7HJ 


1M 

m 

129 


5^5 iJU^m 


14,51 


JJlpQnad Ca^t cn The EL^g aF Ptaductian 
Rnnnl swrws 
Waria & WajEi (Airin «Kue r s55| 
WftTPPKtnsB 


COST OF SUStt PfiDDuCffi NET Of ftftffttJE Of BrfflOOUCTS 
ADD: MARE H m 
ADD: M1ESTU 
EJt-MILilWCE 


UH5LHU5T 


-3S.il 


U1 


twl 


^■ED 


HAMZA 

2017-18 

3 £55.143 400 

Ptcf 

IN 


iIhothy HUP 

10,-UK 

5 105,000 J0M 

Mulisaftat* 

5m 

j UflWMW 


U.ZUfa 

ID^SI^OD 

Mudmia 

3 m 

5 


D.TW 

0.000 


(JHtjElcf Ri/Kb 


FTMunencs d nifirtiM 


4323 



4123 

bdofl 

U7,A43,BM 

tL3fi 


l37.443.itf 

flJG 

Sm^f (ni hjrtdfiig, *ifi|tii 1 dgug-vomcin apmHB 

> ’ 

- 



-■ 








utuhju 


CbftWrtbrt CnflrRipd 


<159 


15571200.703 

4159 

Pfpaainn ISlffiAR MUBL DUJLKNG ] 

nt, mm 

S£ 


531.195^3 

li5 

Uarig and waves IDIAECT LABOUR i PRODUCTION STAFF) 

368,713364 

33G 



0-9C 

fopjr * maMnnra [SUfiM UIU.1 KtLDINSG 

249,517.™ 

0J5 


249.157,72-3 

M5 

SUks and spire PRODUCTION PROCESS) 


*; 




Aherupfrtss |0NLV PRODUCTION KLcATTEI 

imi&L 

OJJfi 


2-1,037361 

0M 


133 


j K9.&M0H 


171*MWai 

045 

! fea.K8,422 

010 

mTOdUQU 

UJ 

1_J 

L_J 

■ 

1J94H5 

□ 00 

s&M 

OD2 

171SfflU97 

471 

250,215247 

5.71 


111 

l.OH.jDDjOCl 

157 

S7B25D272 

1M 

13(H!JM273 

4J? 

I5723IS67 

m 

35ZL45UG3 

455 


451 

7142J1J34 

LU 

| 17^5WH5 

«.ii[ 

1 

1 tM l 

1 

r ~*»i 

1 
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Calculation of Cost of Sugar - HAMZA - 201S-2019 


ANNUUHESI 



Actual 

2013-19 

Cm Gushed 

Ed 

3 , 133 tn^fi 0 

Wee 

IK 

fiHV^odudbi 

Kf 

bi.www 

RiwnfYlWto 

UJHfi 

Quality dI Muques asirf-pnifhict 

% 

lffi 1 55 i f 0 M 

htoiraRitin 

47 H 

omaity d BiKfMt » bHmodid 


Eff.raswu 

BVHHRatto 

wum 

Quality ^ Mud u bfprvdua 

*1 

HDUMI 

Mud rife 

3 u 0 (JH 

Sale Pita tf Moira 

Si.yd 

u 



ale Pita dBwWekiWty 

jujk* 

&2W 



nlePffcrtfflhd 

AsJd 

urn 




Dal nf ajganne Rs./Kg 


hurraed Hgrwt 


42.-03 

Ru^hs 

fo.ais.34a 

c.ss 

jny t ant handle frrieh A dndepmiftt bpftntu 

■- 

* 

Marfcrf tamitlH Fh 




a.raa.MQ.sz* 

42_B 

GaamlWE^t-Rtid 




Thpnditjun 4H1GU MILL -ft SWING ] 

E1A5B1.5E1 

2.71 

Salaries ad Hfa. [DIRECT LUO US 1 PRODUCTION STJUT]i 

411^315 

LB 

Repair 1. mAAtflMtt 45UQAA ML 1 WIIHNE] 

270, SflftWl 

1.17 

Stores and ^aim | W® UCTKJK PROCESS] 

- 


Other opera |CWLV MaBtfCnON ttlEAT^ 


D,li 


Commit Cost - Variifeie 

1JH.W5.JH 

5« 

Mife« mlerirf [SUGAR ^D|WCnQri| 


Oil 

CWmlc^lSUCARKSODUCTlOhO 

ll&IKMJZfi 

nil 

« «j Uulniin tel and few* [$^nmum 


m 

01 no Oasts d UBdrkrty toed for Production af Sugar 

wa.jw.m 

149 

UKtrldiy (TfMAL UNITS CONSUMED l Ktf/Si Rlftcj 

*a,5u,m| 

1 *3| 


4SI.5tl.7W 

m 


fcsurwca etpras |3tffid0 fHXluniQfl) 

Rfpto^t&twmiisiton 

Oslwf aipcruf 

dtlHTUH 


TOTAL WtICT am OF SUGAR PRODUCE* 

FLewrue Frcffl By-Pradids 

LHI ; 5*Ja d Total Moira* I from cratNm of supm** th: s^ot'i 

Sate of Total &aps.MjEjteUia !7 |i i ri>m- muJiir-i; d ugxiane this ycarj 
ii# oftcAal Mud (lffiffi: erasheg d ri^rane thh; year] 


JJtcjtcd Gsl mi :hr Bjsit o' fcgar Productton 


FPrCaJ mpcnsri 

Salaries 4 ‘flage [Jkhran Esprnses) 



Om Of SUGAR PRO-DUCED NET OF REVENUE Of 8V-PRQDUCT5 
ADD MAM £ li% 

mb. sail] m 

n: p/HL PHicr 


[,134,011 


PJKW5 


LlHfU 

&MH91 

lL3Sl.S9.Ma 

9.JB51 

LCFjttT.ZSO 

EJ4 

2,013,fl75.HQ 

B.71 


04 

~3£DijM4U 

LSlIJ 

- 


■ 


StH] 


TiTj 

"Sin 



HAMZA 

2018-19 

2.133,1B3« 

Prke 

1£2 

ZH.DQGJW 

RiffiWVbtld 

in^% 

161.SSS.BW 

Mnlises bth? 

4.m 

fiy.ta^Doa 

H^UlUio 

2343% 

S4.013.Dqo 

mudriftio 

3.0% 

9 


£L344 


mw 


Cost [Rs.) 

HsVK* 

3,303,077,4& 

42.01 


*0.015.340 

&35 


’ 

_ 


0,ra3^32,&a 

4 LB 

EZa.5E.5El 

2.77 


412,703,316 

LB 


l7&5ffl?.E*l 

1.17 


43.134.2U 

0.21 


USUOffiTH 

5.HS 

113,267,303 

Oil 


UfljCtyKS 

Ml 


107,0333*1 

0.46 


3434W,n2 

1.49 

1 - ! 

1 - 1 


* 


LIU.912 

C.M 


26,7]S,6S1 ; 

lii 


577.5i6.3f2i 

2.90 


tMpn.m 

2.01 

H3SW75.777 

P.W 

WMMi 

331 


S99^7iJ24‘ 

2.57 


1500,112,77] 

E.*9 

ijFlrji5|lj5 

1J5 


JZa.tt3.2W 

Ifl 


335Sa.B» 

l.ffl 


H5i3lzj:ia 
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Calculation of Cost of Sugar - HAMZA - 2019-2020 


ANNEXUM2C 



Actual 

2019-20 

QHCHted 

k 

UH.UljttO 

nrioe 

215 

5ii(Jf 0P5*J^ |K| 

iflMJMGfl 

RHDVBVllltb 

jujmft 

Qiaiflhyof Mdma c frffeOA 

Iki 

stjmjm 

MlatiCi Ran 

4J7K 

Guantttif <rf Qaimss k bv-produn 

k 

mjEljm 

n=!in 

M4W 

by-product .jKg 

sfi.To^m 

Udntto 

UMH 

5iie Priest oriUfilibts [Rs/ti 

15 


SdtPrfefilllg^fcdrltrfcy 

as,Ai 

|tfn 

H.PrkjmfMui 

[Mb 


Cost af tup rant 


Cost [Ri,| 

fljJRl 


Pi'Wa'flfriirTt HQLillUfK 

Si^r cane handily. tairht 4 development expenses 

MifkdEdfnnbBpEi 

ID 1 ,3 51,715,35 2 
>'0^,233 

5463 

a37 


OnnvtriltHi EiKt-rtud 


55.01 


Dfmda wn ptKAfl M&i 1 BUILDING f 

Bin,jcca,a3D 

us 

Maries and waps CBfflECT LABOUR A HlODUCTlON STAfFI 


i.ia 

Repair ft rrnintmw ftUGU Hill ft BUILDING) 

257,151,510 

UB 

9urn ind ip res PRODUCTION PROCESS) 

- 


DHw uptiurt {OWLIT PRODUCTION RaGKmn 

4£.i42,113 

014 


Cerrwreton Con - ViflablQ 


M43.334.J4a 

7.W 

Pprtre fliiurial [SUGtt PRODUCTION) 


100^23,127 

3.53 

Chcmlcab (SUGAR PRODUCT IdHJi 



0.55 

□R irt hibriem. M and pnnr JsOGAR ffiODOCnttfl 


^32a,lflT 

0.51 



342,952,279 

1.« 

IHfrtt GMi flf Ekrtriptf wt for Production d ivfar 

UeDHknv H™L UNITS CCBUMED* nr/fc bu| 

1 

371^533 ,m | 1.3E | 



370,593,AST 

LSG 

Oiheft 




buuriAtt upefut* [suem iwioun jowl 




Aroiaraje B [nmrrriSfln 


* 

- 

pdBrtami 




ram mght cost a mar produced 


12,43S,6W,ES> 

1D.5C52 

R« e n u t from Bv- Prad u ns 




Ub : Sill ofTotal Mdus« [hm ntht<) uitxune Hit pit) 



7H 

Sait of Tncaf Dag&at/tltdrkfiyr rtnun ertKhlnf of sup runs this ^eir] 


tdl.Blfl^OO 

1L2S 

of Tod Mud (Mini mjsbim of iuprans His *tar) 



■ 



3,511JUiOOQ 


AlkKaled East on the c i jus^r Praduetian 




FmanriaS ETpensts 


- 

r 

S? ar,rs ft V.^pH [Admin 


'■-i 

'*■■ 

fcimh eipensts 




COST UF 5U5AK PRODUCED- NET OF REVENUE OF Or^HDDUCTS 

1 

B.9 nwn 

47J3] 


HAMZA 

2019-Z0 

i.sM.ii'.iwn 

Priest 

m 

IBM 73^320 

RfcMttfy RMk 

19.D2K 

42UKQ.EHH1 

rwhilasssbiln 

4.17K 


SaEisH^fk 

21,2W 

^7W,EM0 

Mud ratfu 

J.WX 

15 


i irt 


Nat Sold 


COft |RS.] 


10.^1,713,331 

H£3 


70,310,233 

D_17 


- 



10,422,500.161 

ssja 

51^003,350 

375 


425,090,535 

174 


257,051,510 

lTfi 


45,242,1U 

024 



7.09 

110,423.327 

0.53 


ICG,204,145- 

055 


S6.3B.107 

0.51 


302.557^7} 

l.H 

1 -1 

i 1 n 



- 



22.70ML13 

an 



■ 


«,70MW 

0.12 

L2,D91,«G,:C5 

H.H1 

3,4fl5.250.fflG 

7.42 


59fl,5S2^fi 

3. IE 


z.ijcudGMaa 

10.51 


1.29 


5JD.MJJ53 [ 

5.12 


MU^AU^U 

6.4Z 

[ 11,50^742,830 

59.45 | 


ADD: MA3&IN & 15ft 


7337 



ADD: .SAli5 ”AK 


WL7D 


Yd.hj | 


EX-MIL!PRICE 


I Hg l 
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Calculation of Cost of Sugar - HUNZA - 2017 2018 


ANNEKUREIA 


Sue Crushed 

u-1 

l.£66,fl72 ( GM 

Price 

lfll) 

Sugar prod union 

ft 

14A,73*,?H 

Kecovasy flanki 

ii&T* 

Quantity d Mdasws as by-product 

*1 

KJZSLUOt 

MolauHfytw 

4vS41* 

Quantity of B^ggiu as byi»o4iJrt 

** 

ISLSS^Hfl 

SayaEse Ratio 

29£Ott{ 

Quantity d Mud u Jjy^oduci 

H 

49,362,179 

Mud™ 

9JMM 

Sale F¥t« erf Motetcs 


liiTO 



Sale Pike of flaggase- 

sWfcff 

2.900 



Sill met of Mud 

fe^Kr 

LfflB 



Cost o\ sugarcane 


Cost (Rs. | 

RiVKg 


Procurement of sugarcane 


7,439,451,245 

51.El 


Radctfl 


62,477^595 

0,43, 


Market CommJnes Fee 


fivI4^3 

0.M 




7,569,095,391 

52.29 


CsmwsionCert-fibcKj 






Actual 


2017-20JS 


Depreciation (SUGAR Mill ft SUlLBlNfi || 

5alares and **£«. (DIRHT LAWUR A ‘Pf^KPCTPOfi STAFF] 

Repair & maintenanra (SUGAR MIL ft DUIU3ING) 

Stores and spana pftOGUttlQrf PROCESS) 

DtllCf (GNLT PffOOUCTKIN RHEA TED) 

155^i5 r 743 

225^29,124 

i^Tiw 

1.DB 

1.56 

l.lfi 

Cnnversion Cost - Variable 

549,256,369 

3.29 

Paring material (SUGAR PHODUCTIW) 

Ownlalt (SUGAR RflODUCTKWf 

Oil and lufcriranls (SUGAA PM DUCT ION) 

Fuel ft Power 

97,020^705 

54,833,724 

22, m„m 

0.60 

0.35 

0.15 

Dtrect Gm* d Electricity used fpr Production of Sugar 

161,109,529 

L13 

ElvCtrli^tr (Total Units Cmsumed * Kw/h Hatel 

525,146,352 | 

2 25 | 

■ tCital Electricity Lnlts to be inE^Ded in KW/H 

Dthefs 

325,146,952 

2.25 

Imnici Mponsw (SUGAR PR&DUCTIOAI) 
ftrekerage ft commission 

Odji^HpiriHI 

Wi tr Income 

4,992,710 

O.P* 


4^710 

dlo 

TOTAL DIRECT COST Of SUGAR PRODUCED 

ReuEnue From By-Products 

8,611,559,941 

7.21 

Lead: Sale of Total MolauM (from cnnNftl df ja*anan* Uihs year) 

Sale of Total Bagasse If men cnalwif of sugarcane this year) 

Sale of Tffial Mud [from crushing of sugarcane ths year) 

5S?,6iC,DOO 
1.425,5213,897 
45,992,176 

6,62 

9.S6 

0.35 


2.461,343,075 

17412 

Allocated Cost on the Basis of Sugar Production 



Financial rapenses 
satouftvuiflff [Admiineflfii^eiJ 

Admin G&pcfiitt 


- 


■ 

■ 

COST OF SUGAR PRODUCED NET OF REVENUE OF M-PROOUCTS 

: 6 J i« J i9t J ttt i 

i "*1 


ADfcMAflG1N#l5fc 


6J7] 


ADD: SALES TAX 


~6,W] 


EX - MILL PHlCE 


HUNZA 

Z017-Z018 

1,666,372, Uft 

Price 

ID 

141,719,750 

fleeorery Ratio. 

0:697% 

K,320,000 

Molasses Ratio 

4.941*4 

491,559,930 

Bagasse Hallo 

2s^m 

49,0-02,170 

Mud ratio 

3.DDQW 

9.649 


2.970 

rUM 


C<Ht(Fts.] Fts./Kg 


7,579,248,913 

51.37 

vmml o.i7 

7,579^313 

52.37 

15? H 642,54i 

1.1D 

224,628,652 

1.55 

156.527,099 

l.DS 

111176,369 

o.ra 

552.675>463 

3J1 

60,571,292 

□.56 

52^20^29 

0.37 

22136.ICO 

0.15 

24/968,369 

0.17 

l£d35M90 

L25 

1 656A!B.{HH ] 4.541 

656,41^000 

4J4 

1,542,732! 

I » 

■■ 

1 

1342,732 

Ml 

9,970341398 

9-61 

433 P 920,0CO 

3.41 

45320 

0.72 

597,965320 

4,13 


- 

- 

9,373,975,475 3 57.95 | 


1_H!lJ 


1 “*l 
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Calculation of Cost of Sugar -HUNZA■ 2013*2019 


ANWXUREJft 



Actual 

2018-2019 

Cane Crushed 

*8 


Prke 

KQ 

5u|Pi produedofl 


Mr^tmC.nm 

BecmeftSatlo 

9-5*5* 

Quantify of Molasses as byproduct 


M^SvOM 

Molasses Ratio 

4.7D8S 

Quantity of BafifWd si by^preduct 

8i 

3Efi,233 r (MX] 

y»£pfm HlKfl 

30.0U* 

Quantity of Hod at brprwiwt 

Ki 

33,607,^00 

MudraHo 

S,«W» 

Sala PtIci of MuIbbee 

R*/H* 

14.H 



Sale Pri™ 0# SsfgAi* 


3Jfl 



sfcPrtarfMud 

RsjKl 

LM 




Cost sugartane Cost [Rs.| Rs./Xg 


Praidnmcvit pf lugircirKi 
l0|[fl(HX 

Smsef cam Itandimg,, fre^hA & dnelapiTwnT CKperaes 
Market C&mmlttiM Fee 


Ctprvrniun Cml- Faced 

Depredation- (SUGAR Mil A BUILDING ] 

SMnand Min [DfflLKT 1AKSUR A PfLGDUCT10#l STAFFS 
Repair 1 maintenance |5UG Alt Mill A BUILDING.] 

Stores Hid spam (FROTUCTWfl PROCESS} 

Othci eammn [OHif PRODUCTION RELEATHJ) 


□srwecslMI CMt - variable 

Fading matitfai (sugar production] 
□name* (51*3 A* PRODUCTION] 
ml andhjbdcarru (sugar paodlktiok! 

Furl A Ptorer 


Qwrrt (wb of EledavSty used far Production of Sypr 

Electricity (TotalUnks (Hiaimtd * Kw/ti bu] 

* total dfictrkifyuniata be Inserted Ir *W/h 

.fljhlfi- ___ ’ _ 

Insurant* expenses {SUfiAR PM0UCTKW1 

^rekniseAcomrvilsIon 

(MieiapiiiHi 
Otfinf hnewM 


TOTAL DIRECT CD ST OF SUGAR PRODUCED 

Revenue Frcun fly-Prod urfs 

Lbe : Sale of Total Uotaaes (from ousting of si^airam this ycir] 

5a*t of Tom (Iran trtii-hirti uf Ktlrtini Shit year] 

Sih of TotH Mud jinn ouitihif of lufirtam lM* war] 


Allocated cost OO the Sash ol 5g*Jr Prnduriion 
Financial opansn 
Sa^rtes A Wages I Admin expenses) 

Admin expenses 


GQ5T OF SUGAR PRODUCED NET Ok REVENUE DF 3Y-WIGQUCr^ 

ADD: MARGIN 15% 

ADD: SALES TAX 
EX-MILL PRICE 


MK5.45&9B2 

sis 

ja.asww 

0.39 

11,035,973 

0.DS 

5,544,752,654 

51,17 


X2S 

301,633,878 

245 


193 

624,988,924 

5-05 

68,472,277 

0 56 

^225,831 

DJ4 

29,775,259 

0.24 

140477,407 

1.14 

1 Ma<oa.9ai | 

1 

230^096,391 

2Z3 

7,221, m 

0.06 

7,721,399 

D.K 

7,591,989,392 

9.96 

810,150,000 

6.85 

3,735,945, W0 

16.04 

30^77,000 

0-31 

2,122,743/400 

17.24 


- 

* 

. 

1 Sy«S^SSJ| 

»«i 


[ 



HUNZA 

2018-2019 


Pike 

700; 

123,055,000 

Fttmvwy rtatlD 

9JG5K 

60,965,000 

Molasses Ratio 

4, TOES 

350,233,000 

ftaflBM Ratio 

30.012 St 

39,807,900 

Mud ratio 

3.000% 

1L0MJ 


3jOOO 

0-550 


Cost (RSr) Rs./Kg 


6,415,964^15 

52,24 

wmm 

0 ID 

&430,W4>31S 

5124 

lH.DM,™ 

300,437,765 

171,329^39 

1.30 

2.44 

139 

19,959^613 

0.1£ 

eS^BlrSOS 

5-3D 

68,472,277 

41,964,735 

28,822-291 

30,532,722 

0.56! 

0.34 

0.23 

0.25 

169,792,015 

1-38 

5 565,496,186 | 

1 Tssl 

963,496,106 

4J9 

6,308,367 

D.05 




0JI5 

7,824492,918 

11.32 

532,690,000 

1*3,736,160 

4,33 

CL34 

6.36426,169 

5.17 


- 

- 

' 

T.ififtjOK.TSft | 

96.35 | 


1 *"i 

1 *»i 
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Calculation of Cost of Sugar - HUNZA - 2019-2020 


ANN EX LIRE 3t 


3fi^W r SS& 


Conversion Cost - Variable 
Pad*? material (SUGAR PflGOIJCTlOFfl 
Oitfnlcall (SUGAR PAOPUCnONj 
Oil and lubti^Ls (SUGAR PRODUCTION 
M&Powr 

Direct Caste at Elettrkrty used iw Production -ol Sugar 
Efedridtif Unite Can Burned s Kw^h Ftilef 

' m .nU\ pIpcLrrrlLv unlv to :ir: in KW/H 

Others 

NlfljnnceunJMIH [SUGAR PflDOLJCTTOrfl 
Broke 4|e & (DvnrnissiDn 

Qthw incdfna 

TUTAL DIRECT COST 0F SUGAR PRDOUElII 

ftewnue from Bf-Prcdijcts 

Less: Sale of total Molasses [from eruiilr? cl s^prcarae thlsi y 
6al« of lota! Sayant £fnmcnBlRi?d'it«arwrathiJirflir| 

Safe o' TiKaf Mud jfrorn mashing of sugarcane IhE year) 


Allocated Coct on the Bask of Su^r Production 

Mlo*™ 

Salaries & Wages ^Adniin expenses] 

Aomlr expanses 


COST OF SUGAR PFtODUC££l NET OF REVENUE OF BYPRODUCTS 
ADD: MARGIN (? 15% 

ADD: SAIFS TAX 

EK - V ILL PRICE 


MIT 


&2,7DS4B2 

0.19 

2ty»K7to 

D.22 

1,4416487 

DUO 


0,70 

32(3.432,740 | 712 \ 

221^432,740 

232 

4*53^733 

M3 

4,518411 

fl.QS 

LOjORoas^aa 

5.73 

l,fWfT,59SjfWO 

7.2B 

1,794^20 

12J37 

45,161334 

DJS3 

2^47,406,854 

20.57 


- 

- 

1 SUT | 


1 743 | 


10Jfl| 


5S- 




Actual 



20 

119-2020 

Cine Cashed 

tt 

JI*$QW77,&® 

pries 

746 

Sues production 



Reoroery btfia 

9.U4K 

GuanAy of Mouses as by^radurt 


S7,173,0*0 

McbuaHitfa 

4.4fi*5( 

Quart&r erf BagEa&e as by-ptcHfocI 

% 

44W6W30 

Bapsse Ratio 

29,80474 

QuantA* of Mud is by-predufl 

*1 

«4&U« 

Mud ratio 

1«M 

Mia Prttt Off MtolHEU 

Esn 

15.00 



bkhblfhRM 

I3H 

uu 



silt Price of Mud 


U30 



CflsIflrsvmB 


Cost [Rs.] 

Fts./Kg 


PrscuPHnart ol si^antane 





Hud cess 


56.4H.fi75 

Ml 


Sk?arone hiding, freight 9 deYtlo#fft£ht ttpttlri 


4,274,764 

MB 


Maftott Corwnittie Fee 







9,226,7(^155 

£7,03 


Coouetslen Cnt r Flstd 





Depreciation (SUGAR MIL & BUILDING | 


6DW1S9JDD 

0.43 


Salaries and wige {EWKECT LA WW fc mflDWllON STjUT] 


12(^7*511 

1.60 


Repair ft ruarf erance |SUGAR MILL A BUILDING] 


68,605,537 



Slons and jfurts (pRGuucnoit PROdaf] 


- 

- 


Other expenses (ONLY PRODUCTION RELEATID] 


■ 

- 



1468 , 124,988 


9,872410.370 1 


HUNZA 

20 

19-2020 

1^05,377,3® 

Kke 

Hi 

138/405,1300 

ftetrwwy Ratio 

9.154H 

67,173,(100 

Mains es Jtartfa 

4.402S 

440,662,630 

Bagasse Ratio 

29.S04K 

45,161,334 

Mud ratio 

3.0HH 

19.000 



3.500 



D.000 



Cost (Rs.) 

Md 


9,Z5Z,ldl,M9 

67.14 


19,9474M 

ELM 


9J9Z4GUH 

£7.14 


144/477,288 

1JM 


306,377 J O46 

2_73 


719^)97,539 

1-SB 


W,4U7,SEB 

fl.26 


786459,301 

5j6B 


&W43496 

0.4* 


36,33iJ90 

0.Z6 


33,879,8 DE 

D.24 


169403,778: 

1.23 


3W.-KOJ72 

2.20 


; 640,760*771 4 JV | 

1 

646^.760,877 

4-57 


10.892,359 

P-flB 





10^892,369 

DU0B 


EI/W0..13S/8S5 

12Lfii 


1,074,768,000 

7.77 


89,005,455 

0.64 


4,350,493 

o.m 



8.44 


71,33 | 


10,70 | 


man | 
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Calculation of Cost of Sugar ALLIANCE - 2017-2D1B 


WiNEOfflEW 



Actual 

2017-18 

Cim Quibcd 

4 

14Ml333£H 

Price 

1E4 

nmJufKnn 

rr^fT pi rWlhTUII 

Kff 

11S334DH 

Re cowry Ratio 

3.33S 

□.uerrnitir of MuiawH ai by-product 



IUbES Ratio 

4.57* 

Quantity of Bafnaji aa b^pndud 


34^63413 

fiagssE Hatw 

Z9.ll* 

OwMlfy of Mud u byproduct 

4 

3F.41Q.ff? 

Modulo 

3.W* 

aft Prl»tf Moire* 

WK( 

lira 


SfJfprlHolAiBiH 

MK» 

1X0 

SflfclfatftU 

4/4 

me 


■Co«grs^j^nanc ' R 


PrscuifiTief« of HJfvcvri 
fic+icfw 

St*w mnt todllnA frelgM & dwfllopmant expenses 

MiitotCsumtoH fee 

4,SB,.4a9 1 53S 

7377..0B5 

5,3ffiiJ»± 

41.B3 

D-.Ct] 

ff.GS 

CunMEri ion Coat - Rued 

4.662,143,737 

41.94 

Depf EdatinE (SUGU MILL 1 BUIIDINS ji 

173,732,667 

L5D 

Safari e s and wagEa [OffECT LABOUR A PRODUCTION STAFF] 

214,542^98 

1.05 

Repv i maintenance (SHEAS Mill A BUILDING] 

3fl,137^U 

D.7G 

Hevh aid spares (PflOOUCIKN PROCESS] 

32,C04 r 6S7 

BIS 

Other expnm [ONLY FRDHKT10N PEilATffi] 

11894,507 

□.21 



53l r 441,B7l 

4.53 

ConuErakin Dost - Variable 



Packing male rid (SUGAR PRODUCTION) 

Ga,76S^S7 

LL59 

dierriala |5UG AR PRODUCTION] 

53,5S€,4S1 

□.46 

Oil and lubricant! (SUGAR PRO DU COON) 

14,30315 

B.LZ 


13B.525.KL3 

1.10 

Hrifl Casts of Electricity W«d tiff PfioducUcn of SUfif 



flKtmtr [HJWL UNITS CONSUME i tm/b n(t} i 

I m | 


349.D33.9S5 

3.01 

DAbi 




15,736,586 

□.14 

Broherafe A twimison 

- 

- 

Other oipeiBH 

-- 

- 

OditfhCffllM 

■ 

■ 


ULttHSS 

0-14 

TOTAL DIRECT COST DP SuGAfi PRODUCED 

5,995,MO,072 

*91 

ftcwnuc From Sf Products 



Ltti; Sale of Total MoiaBfi jftam Lruirimi of sucarra k this year] 

703,916,HO 

Ml 

5* Of T-Otad GaplU Ifam mahing of K/pnm tin year) 

Sgg.E5P.725 

0.61 

Sale ofTutol Mud |lrom crushing flf supreme this yearj 

35.41D.C507 

□.31 


1.237,976,772 

14.199 

Allwaled Cost on the Baaia ofSugar Production 



Salutes ft Vi'agta lAdmlrcmciacal 

. 

. 

AdmhEnpEnw* 

- 

- 

COST OF SUGAR PRODUCED NET DF REVENUE OF fiY-MEH>UU5 

AA51&WM 

iilTj 

ADCS MARGIN @1514 


1_IHl 

ADD:5ALE&TJW 


G.W] 

EX-MILLPRICE 


l -i ■—ii r~ 


ALLIANCE 

2017-18 

U»,H3,57D 

Price 

IH 

115,930,LHW 

1 RecnuEry Ratio 

UK 

5^59,GJB 

Molasses Ratio 

MTS 

314,362,313 

Bagase Ratio 

Z3L1M 

15y4UU»7 

Mud ratio 

iWK 

5.935 


1.793 




Cwt(Rs,| 

«./*( 

4449^59,513 

41B3 


7.377,M5 

CLOG 


5.3-35,064 

0Q5 


U&3M 

am 


4*7^-40,070 

113* 

173.722.EG7 

1.50 


214342.293 

Lfl5 


Bfl.197.E42 

0.75 


32.2B4.G57 

0_2-5 


23394,Efl? 

Oil 


SJ144U71 

439 

5fi.7G5.357 

0J8 


93.S9fi.451 

0.45 


14,163,515 

Q.1Z 


13*575.979 


593,SIR,925 | 

1 ^ 


561 

1V35.5BG 

0.14 


5^.7511 

003 


14,US,H3 

an 


(«IUS3.ZtC| 

BUll 


IWpSa^if 

am 


i>.38?,70*.!4fl 

Lit? 

351^64,7*2 

303 


9Bfipl5.M3 

508 


IR.979,764 

0.15 


559J_M,6B9 

5-17 

724:^27,760 

*15 


J3.432.91d 

0.fi5 


59J59361 

OjBI 


3i7-12ii,fl35 

748 

G..BMGM95 

sajuj 


7£i | 

6vHj 
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Calculation of Cost of Sugar • ALLIANCE - 2016-2019 


ANNEXURE4B 



Actual 

201M9 

Cnqbriifld 

Ki 

l I79.jlS h 7tO 

Prka 

m 

Su^rpeduolim 

ft 

12T4IW® 

Recovery Ratio 

1B.R4K 

quantity af Mol bus m by-ptuM 

* 


Molasses Ratio 

4,11 K 

quantity ui 1 Biggue e. bf^ndua 

& 

444i2!7 r lii 

Bafasse Ratio 

a.3Ss 

quantity nf Mud as by-product 

14 

MtfTWTJ 

MwTnrtfci 

3.WS 

Salt Price of tfolastts 

Miit 

14.000 


SalePnaorfftaepse 

RLtU 

3.2DO 

MhPritttfMDd 


LOGO 


Cost a 1 , i J v- Cret|fe.| As./Kf 


ftTwurtmermiffl^iranc 

W-OOl.Effi 

tOtf 

HiuuLchs 

747(2724 

C-.G6 

qm hwifm, * fefiluiwTtflirpfnws 

W«5 

D.&3 

Market Camml Re* F« 

- 

* 


Oipreoatiwi [SUGAR MILL fl BUHDING f 

177,515,333 

Ltd 

Solars and waps {DIRECT LABOUR ft PRODUCTION STAFF) 

1S1301J44 

3.2S 

Repair & maintenance ISUdulfl MIL 1 ft EUILDWG| 

9-2,1173.^65 

D.72 | 

Stows and 3 ms (PRODUCTION PROCESS) 

J2.551,lfi3 

C-.U 

Otto Expenses \QHL1 PRODUCTION RElEATEDf 

34^167 

127 


Cwwunlon Crat - Yaratff 

625,433,912 

A AS 

htfrf mattnd [SUGAR PRODUCTION 

67.976,714 

153 

□tontHh ISUGAfl PRODUCTIOM] 

46.617,705; 

C.3R ! 

OS aftf luWCMfc (SUGAR PRODUCTION 

UHB.&flJ 

(h» 


126,310,102 

fl-PP 

Dlmdt CceH of Electridlv used Fnf PTEductinn nT Sugar 



Electricity (TOTAl UNITS CONSUMED H Rw/H rvW) 

[ 151532,302 | 

1 


232,332,982 

2,29 

Others 



Insurance experees {$U(itf PRODUCTION) 

14,514,073 

111 

6 ro Iterate i coranlssJon 


ii/ 

Otto-nperaei 

- 

* ■ 

otiMThtojum 

- 

- 


14,614,673 

5.11 

TBFAL DIEE-CT COST OF SUMS PRODUCED 

6,267,676,763 

1.25 

Revenue From By-Products 



Less t Sie of Total Molasses-[from trushiii ulsuKiraw Ihis year] 

700,140,201* 

5,40 

Sale of Toted fiapasw (from oushlnfj of ajpnane tilts year) 

1407,6^,331 

p.67; 

Sale of Tntal Mud {Fran cnuhkii of wrarrarwtills yearl 

7S.37g.473 

D.20 ; 


1,643,133,134 

14.41 

AlwaW G?rt 00 th# of Sugar Produtfm 



Ftyn;a| mpr4« 

■ ■_■; 

- ' 

a. ] Admin ftpnjcsf 

1 

- 

Admin apenses 


- . 

COST OF SUGAR PRODUCED NET OF REVENUE OF BY-FHC0UCTS 

4,444,543,635 

94.77 | 


ALLIANCE 

2018-19 

1,179415,7® 

Price 

177 

mjiuBD 

Rec 0*try Rill g 

MU 

SJfllO^ZO 

Wrasses Ratio 

4J4K 

M.123,1J1 

8aK3i3f Rfllfi 

2535% 

J54W73 

Mud ratio 

0-OW 

t-TSQ 


LEM 


CUTS 


C0ft(Rs.) 

BjJKb 

5422dOU05 

4036 


7,370,774 

UJCC 


4,095,445 

001 


iywvi*7 

009 


5^4^14™ 

4055 

1I75194U 

1JS 


ayoisu 

215 


SljOlSUffi 

0.72 


U55U&1 

O.lS 


94,5^8.107 

0.27 


620,419,112 

AM 

E7,W14 

dSJ~ 


iB,S12 r 7S5 

036 


ll,6iu ££3: 

009 


27^,770.160 

153 

| 51-1712,452 1 

1 *®1 

.510,712,462 

4JB 

14,614,379 

dil 


S3QM1* 

0.03 


65,030-375 

Oil 


{10,7004311 

(00*1 


71,7454® 

uz 


1046 


437,5*5^71 

3.41 


523,052,327 



13,267103 

0.10 


10TM574O* 

wo 

Wbfl, HMJ1 

UB 


BS,12S,9Si 

0.67 


»,K43CT 

B.Efi 


WBnom 

3.61 

5,W«,™ 

32. 62 | 


4ED: MARjGirv L ai5* 
UXJ: MiETAi! 



I TJW I 

I *»l 


EX-MIL! PRICE 


I . IIT.U-I 
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Calculation of Cast of Sugar - ALLIANCE - 2019-2020 


ANNEXIJPE4C 



Actual 

2019-20 

taefrrted 

K| 


Price 

m 

SuprpBikHtlwi 


S^JJTOOCO 

PhKMvrV PM 4 

me* 

QUtfrtfr* flf Writes W bf'piqdyfl 

*1 

4736&3H 

Mutates bile 

4J4K 

QuiTTfeiTv or Bvase as foY-prakKi 

kb 

MftJW.Wl 

Kv»bk> 

2*57* 

Quantity uf Mud as br-prcnlud 

kb 

ISM S^08 

Mud ratio 

!KBb 

Sale Prase of Molasses. 


J5JKB 



SaJePrtfieotBaggiir 


4,000 



Sale hfeflf Mud 

fc/ft 





Coet dI sugarcane Cwdl^.f fWKfl 


hmnmeitflf 

StflHHLHl 

57J5 

Itoadas 

6033,750 

0.05 

Supr ttandlim, frpish: A rinfap™* EKpHtses 

4,663,553 

0.05 

Martel tanmittw hn 

- 

- 


5,D2fi,B94,034 

57 ST 

Cwiniun Cost - fixed 




Deprecation (SuGAK WELL L aUlLCHHti ] 

IBS.fafi.lffi 

m 

Salaries and wages jDntEO UIDWI 1PUOOUCTIW STAFFS 

3U,JK^M 

in 

HKjrtr ft HUlfttairta [SUGAR MIL! 4 BUILDIHfll 

166,612,175 

L10 

Sts™ ard sans HPIWDUCTIOH flUHEHf 


0 31 

GUiff emnws |0NLV PRODUCTION Rf L£A1 lD| 

4 a.flflS.fle 5 

044 



632,975,593 

7JM- 

Cunvenkin Cost - V arable 



Packing material' ptiU PfiDOUCTHUN) 


an 

Chemuls {SUGAR PHDDUCnM] 

W,739,574 

042 

Oil end lubricant* (SUGAfi PBPOUCTlOfi) 

13,451,593 

014 


ll5i4«,57B 

1.27 

Direct tab of Etatririty used for Production of Avar 



rkttnti^ | R TOTAi UNITS CONSUMED j Kw/h ratal 

293,354,374 j 

1 wl 


31354.97* 

2.46- 




Ins wane* expenses pUGM f MXHJtTIOtf 

«miu 

017 

Brokerage ft amniulort 

\-r 

- 

Qttw.'HptriW 

■ 

- 

Other Incttr* 

4 

A 


16807,111 

fl,U 

TQ1H MREtT COST OF SUGAR PROOUCffi 

6,643,529,49 

10J9 

Rcrei'Le From Bf-Pradurti 



lm ; Sat fffTotal Htte* -IMn cnistwi of sugarcane 1Ru part 

710,4*0,150 

7.32 

Salt of Total Bagasse [from trashing of K^rtane this 


1U2 

Salt Of Total Mud [from oustilng -si P^arrarw tills vw) 

3.345,39* 

6.90 


1,396,34 L,113 

13.54 

Allacatsd Cast an the Hull of Sugar ftaduetfrei 



Firmed iSflMnSfl 

■ 


SdaHb 4 WlftCS lArimr rupereral 

- 


Admin upertts 

- 

* 

COST OF SUGAR PRODUCED NET OF REVENUE Of ^-PRODUCTS 

4,766,616,370 

MUl| 


ALLIANCE 

2019-20 

■37JU99JZ5 

Price 

230 

37j07WfI 

fletfrtfyttfg 

19» 

4730350 

UobrailatH 

4HH 

28.253,711 

6 apse flaim 

sm 

23,345331 

Mudraile 

idfiit 

S.75B 



1JM 



0J75 



tat|fc.) 

te,/Hg 


5*517,747,755 

57.67 


5.113,750 

D.Db 


3J47.403 

zm 



0.10 


5.635,435.33* 

57M 


lsW® 

1.61 



1.94 


6*135,853 

0.73 


*,792,139 

B.10 


23,1159,61$ 

0.25 


475J34475 

4-90 


59-,110755 

0.61 


42,026,131 

0.43 


13.3C2.flSJ 

0.14 


114,499,762 

LU 



5^,792,155 

5J4 


aus 

U.BM.31E 

cuia 

RGJ.SIZ 

Ml 

|i.a?,i39] 

pa] 

24,776.961 

0.16 

6,7M.-E31.001 

11.57 

414.446,1119 

417 

520,656.692 

5.36 

11/XK.70 

on 

iS6 r 10S.I5^ 

9.75 

447295^9 

Ul 

5^371^443 

055 

97^6,735 

035 

537.50t.^J 

5.54 

10 

65.32 | 


ADD: WMEK <a 15V, 

Ann- SALES TAX 
EX-ML PRIG 


I ™I 

I m5T| 

r 


[ 

[ 


9.M 


m.zj | 
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Calculation of Cost of Sugar - AJ Moiz ■ 2017-2018 


ANNHUHE 5A 



Actuat 

2017-2018 

tin* ihvl Crush id 

Kff 

W1MM.3I.S 

Pita 

154 

predueSwi 

Kfl 

ISMSJOO 

AtwwrrflaUu 

LO.PZS 

qmaflfrmupjiiaaw 

Kfi 

lZlLHS.fHffl 

Mciluses Hntki 

A.™ 

CUnrrtrty H flaggzu n bpjlFWfcid 

* 

a3.75a.M7 

BafiueRtTh 

J9JWX 

QuaraWY d **ri ns b^ed Utf 


60,37^151 

Hud rilki 

LUX 

OLiiamSIv *1 pJp ~m b^prtidiia 

m 

JSJtUSir 

Pulprade 

J.HX 

sale Price of Mdbsirt 

HWK* 

It 


SakpriCEirfM w— 

lW*S 

3.KH> 

Sale Ptf™ of Mud 

fWm 

USD 

SiltPri«bfPMp 

fWfc 

U27 


CcsE of Biprtau 

aut[Rs.| 

Ri./K| 

PPHunfiwnl fit JUfaraM and Bm 

S-BOSUMS 

ii.Afl 

[turicua 

U£»,7tt 

OLE 

5upr narut KjmJlIrt ffiljlrt 1 dtiftop merit u smmn 

174,3(^21 

D.fiS 

M?r|Eit CprefnRtH Ph 

w 

- 


9,B3LDOSj432 

39.44 

Camnrrlim C^ - flwd 



Dipnclfeticm- [SUGAR Mill i SULIXHG \ 

541^5.830 

LIS 

HtlflU HUT uig H [DISECT LABOUR & PflODUCTHK STAFF] 

H&tl'lfc 

MO 

RqUirfi mamtchiiKE |SUGAI MIL! A. BUHlllMG| 

344.EL64S 

U7 

Futlfcpuwtr 


- 

Other DpenfiOL (ONLY PiDOOCTlDN HIRATEOt 

126.665^^7 

MO 


M3 

Ertfreralnn Oral - Variable 



Pwsbrii macerUI ^SUGAK PAODUaiOtJJ 

H^S«7,604 

0-42 

Omlcah^USAR PMOUCTH*! 

S&7 1 2«i,5l4 

0S1 

«i irdhjbHcM^sg gah pmomctiw^ 

i9,908,54& 

Ml 


333,765,650 

\M 

Dircd Crsti uf Electricity used! far Prpducticui of SLgar 



Efcttfki> [TOTAL UNITS CONSUMED ■ Ifw/li ftataf 

967,52SjMfl [ Lfi3| 


907.SJt.iWfl 

i.m 

tttWrt 



Inuirnttr etpuui [SUGAR PflOBUmflNJ 

lfi.JTMlfl 

D.D7 

Bft&njgO 1 CummeulDf 



Other ecp* rat 



OthcMnUn. 





fl.0T 

TOTAL DIRECT COST OF SUGAR PRODUCED 

iLStt,12fl,±93 

11.41 

Revenue frwi By-Pruriutti 



Less: Sale d4 Total Moluua Ifrara enjihlitf uf Bugir-une the i*. ir] 

LAdJ.l^OJDOQ 

5.73 

5d*pf TSUI Rc^eue [irnrr trir-Jiin^ L;isprt3r<t *i: v=3r! 

U2fi,3DC£57 

7J5 

Si nf Tata! Mud ifram crushing flf mpnai>i this |f> : 

»,37W«1 

1114 

SJetflHjlp 

110.879,157 

t\47 

5*nfEI H * I 

- 



3,44^301.^5 

13.70 


Allwatad Oort «n the avis i.JER r ProdurtkH* 
finiraJ GKpflnws 

Salari*s £ WagEJ |ndmn etperiesf 

Aifmln EipensES 


UHFQF SUGAR PPOCHKEP NET Of HEVTHUE UF 6f-PflOI?UCT5 


: 9£5fr52B£01 J7.15 | 


AJ Moiz 

2017-2018 


Rkfl 

177 

Z513H.ZM 

SKmervHatk> 

lfl.QQX 

LZR.llS.flflO 

Mhll!ia ROElOi 

4.79X 

EIRJ5a.747 

B&|euh Hafid 

29.36X 

6n.172.lhl 

Mud ratio 

L4ffX 

R3 r 2BjS0 

Pulp rule 

j.ais 

6 


.. 

Qjfflfl 

LM5 


COSt [FtSr| 

b,r*g 

11,220^.231 

4416 

66^.36,137 

&2fi 

UL343.B52 

C.52 

ID.^EH.DO 

DJM 

ll,3IB335..6fl] 

44.99 

541^75.830 

2.15 

604.242,141 

7.40 

344.QS1.64S 

ii7 

36.W4.20O 

5.1S 

12t.61b.37l 

C-50 

MSa.tfiWH 


1CG.5£7,6[J4 

0.41 

207,769,114 

0.83 

U.^540 

C.CS 


SH.THtfU 1-3* 


IR^TS^in 

D.D7 




ifi.37E.AaD o.n? 


1J,312,ZMJ01R T.9& 


732,752,5011 

2.32 


0.4D 

?06.ses^22 

fl.02 

i, 019.63X996 

4.13 

£11,104,1341 

Z.4J 

IT1 I S*^T» i 

0.60 

153.4S74M: 

0.63 

9Ji.15fi.JSl 

2.72 

]^,724^T2 

52.53 | 


I 


ADD:MARGIh£I5% 

AUU: SJiFE TAS 

EX - MILL PRICE - 


[ 


537 


£ 60 \ 

49.53 | 
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Calculation of Cost of Sugar - Al Moii ■ 2018-2013 


RNNEKU1E5B 



Actual 

2018-2015 

CAMA.B*HOihU 

ft 

UH^T^S^SD 

Pfttt 

m 

rpredwttan 

ft 

SB^SOfl 

R*™fV iUtJn 

w.w* 

qianthtof Mol™ iu bY Pfmtuct 

Kc 

■sji ii in 

MqIzub Rjtiu 

4.401* 

QUBMtiy tr< UtbR h tpy-rinodurt 

ft 

409,771^91 

BA|feUfl Hltkl 

h.ih* 

Quintfiftif Ifcd « 

ft 

4HWMT 

Mod railo 

J.ISS 

Qumm or ruipi u hY-f^duct 

ft 

IW,35eU574 

■Pulp- Pltfd 

5.131* 


IU./K, 

u 


UlUlDflQllI 

ftjft 

ujs 

Silt Mh fif Mild 

FWft 

1.000 

? 

■6 

t 

u 

ftyft 

LU2 


CwteffwiiPe* (it Cost[Rs-) Sts./Kg 


PfflftJ Wfiflni dr E$nme and Bael 

RHdtUI 

^ qh hand Uni, -frvWht A daMfepmart etperati 

MArtMtfHwntra# fm 

*50*552^61 
40,723,^11 
125,130,523 

41.35 

n.2d 

D.53 

CofwmJw cert - rUitd 

5,573,512,70 

*L1T 

Deprtnrinn [SUGAR ftfUL & HUILEHNE j 

SUarltlAftd- HUM ^DIRffiCT UIHM A nfUUCTUN ETAfF] 

Hipqir A mrtltMlinCi |SUGAR MILL 4 lUILDWGt 

Npl i pcrwfT 

W*r nprr» 1MfLV HWOLOIM HlLEAtEDj 

531,737,206 
644,923,43* 
32fi,D24,4fiS 
40,242,137 
143,115,35 3 

2.BR 

3.19 

1.59 

G.Kl 

0.70 

Cnrwtrslnn Caret ■ Varlahln 

1,745,445,64! 

L49 

PHkAll rnvwtiH (SUGAR PRODUCTION} 

CKimkjM (SUGAR PRODUCTION! 

Oil ml hibrkarti pfiu&ll PHCDUCnp*i| 

1*3,999,967 
222,477,M3 
21,020,705 

0,51 

Ml 

0.11 

Direct Cacti nf Elw±ridty ywd fpr Production p! iapr 

UJ,192,1129 

1_J2 

Id*rtrt4trv (*TUTA£ UNITS CONSUMED X Kw/Tl Ritfif 

757,835,470 | 

! w\ 

Ottan 

767^35.470 

S-7J 

hiunthtt tipeiu (SUGAH PRODUCTION! 

■iV^ongl 4 wm million 
fthA«A»n^ 

Othtf IftMTW 

15,JHtt0 

Ob? 


1UH729 

0,07 

TOTAL ERRECT COST OF SUGAR PRODUCED 

Revenue fram By-PToducSs 

U T iSS3B7,573 

14.01 

DM!! SMi Of Tfflif MoiAUM (frMrt oliJhBf* of suparaane tfiia -par) 

Sfif eftflill 0UH5E |r:*m ETUtihJnf «f UWrant [Ml YCifj 

Sis Total lAjd (togm c-jdikt| gf u^pnrarM- th!l w] 

SifedfBip 
s^t «f Etertrtctv 

1,135.755,5211 
1_31L291,4S5 
4i .mm? 
15fi,ai2,R4fl 

iSl 

63 

020 

ati 


2.714,752JSfl 

ll.lfl 

Allncaicd Cist an the &sb of Sugar Production 



FIWKlal EJBOTBJ 

Salads I (Aifmn wpunio^ 

Admin Eiperees 


- 


- 

“ 

COST W SUGAR PRODUCED NET OF REVENUE OF Ff-PROCHJCTS 

tMOJUsjn 

42.99 1 


Al Moiz 


2018-2019 


1540,159,350 

Price 

179 

W5.B59.5W 

RKWWtKlUa 

10. «W 

45,411,110 

MdIuiei Ratio 

4.404* 

409,775,592 

BygsirebUn 

sons 

4U92.B97 

Mud nth 

Z.35H 

102^50,659 

Ptfprtfcto 

5.237* 

ID 


r 


now 


1^4 


Cost (Rs,f 


0^53,272,555 

4112 


4O.?tB.203 

0-30 


99jaai,593 

! H43 


Svo5cuai3oo I 

acs 


H,a09,U2y«5 

42.SI 

! 581.717^06 

203 


644^13,425 

Mi 


HEfiUMS 

L53 


40^42,197 

Cl20 


245,77 :..2S5 

0.71 


I,252,ln2i49 

LSI 

m$&m 

Ail 


237,477,951 

L32 


21,520,706 

in 


M1.2MJS 

1.72 


1 -1 

r 



15,204,720 

0.07 





15,204*720 

0.03 

1D.913,M1,7« 

10.31 

H59,467^87 

4.10 


4 " 

139,564, Dffi 

D.60 


715,537,563 

3.48 


1,714,529,573 

1.34 


MB7,422,3(0 

5.25 


192,075,13.6 

■0,93 


255,415,876 

1.24 


1.319.913.395 

7.44 


10,745,015,5 91 

53.15 | 


ADCr MARGIN & 
AK>.5AiEMAX 
EX MILL Pftltfc 


151 


8 “°l 


[ 

[ 
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Calculation of Cost of Sugar - AJ Moiz - 2019-2020 


ANNEXUHE5C 




Actual 



2019-2020 

Cane ft Beet Crushed 

*1 


Pfa 

33? 

Sub i r product l«i 

** 

UT^wjm 

ftBcnwry Italia 

in.szii 

quantity of Matisses as fay-prodon 

M 

55J1A7JI1 

M»bi« Hatia 


quantity of ttauss* m hy-pnxlu a 


1MJ14J15 

DupuoRalb 

ajs* 

quantify of Mud u byproduct 



Mud ratio 

U7% 

quantity of Pulp m fiy-jiraduct 

ij 

■ 

Pu%i ratio 

UM 

UtPHftdMdfaiti 


15J» 




Ml 

4 



Safe Price of Midi 


JJM 



bfcPrWP* 


fl 




Cost of lu^urcarM CQSt |RS.| Rf./Kf 


FmilKfllHH fit Sugarcane *1d Bed 

HMfkffi 

Madcet Committee- Fee 

39,069,231 

14£6D,£4D 

S5^S 

1.31 

0.12 

Conversion Cost - Axed 


55.97 

OqjrKi^ion {SUGAR MILL ft BUIIDW5 ] 

blade jnd wign jDifttCT LABOUR ft -PRODUCTION 5TAfF(l 

Repair ft, malrttfiatKC is UQtkR MLI ft BUILDING) 

Fieri ft imnr 

Other eapenus [«MLT ARMHJCH&N ftf^TEP) 

mjrijzte 

3S?^T,47& 

lDD,5B4,i5B'- 

43,173,9*9' 

St.i^Q6a 

1.41 

2.56 

1.49 

fr.53 

4T.+4 

Cerwrsl&n Cost - Variable 

923.Ul.D3a- 

7.23 

Ftefalnc matAflal |$UK3AA PflCWUCTlON) 
oiamipdi [sugar noDomchq 

□□ and lubricants [SUGAR PRODUCTION] 

44,455,064 

4ftS7f},6£S 

14,56^779 

03* 

fl.3s 

flj.1 

DfrHt &HSA rvf Dedridty used Mr Ptodudinii of Sugar 

uj.san.su 

0.64 

Electric** ( + TOTAL UMTS CONSUMED 9i Hi# Ratal 

511,150,3071 4,001 

Mi in 

811431*50? 

4.D0 

IrtSbfcrtte fCHWff 1 SUGAR PRODUCTION) 

■nfanpftewntk^oi] 

Ollier ehpenid 

WiHPhumt 

§ r Glfl,S4& 

D.D7 



fl.DT 

ID FAL DtflKT DOST OF SUGAR PRODUCED 

Revaruje From By-Products 

3,637,756,417 

17.lt 

Lasa 3 Sail «l Total Miasm £from crwhhia. of sugarcane sINhs year) 

Salt of Total Ifram pushing of Rjgirafie th*s yiar) 

bit bf TghI Mod [from pushing cf sugwean* Hill ywf] 

Sal* Of hjlp 

Sale of EUrtrlrty 

125,711^ 

WfWWt 

ft 47 

aua 

ftis 


2,296,576,693 

17.91 

Allotted COOL an Hie Bade er Sugar Production 



Financial expenses 

Salaries ft Wages- (Admin Expenses) 

Adminexperts 


- 




COST OF SUGAR PRODUCED NET Of REVENUE OF BYPRODUCTS 


sn.zi | 


Al Moil 

2019-2020 


hiw 

217 

H3jGMJ0& 

[Lecuwefly flatia 

U322M 

56JH7J1I 

Molasses fbrtia 

4J1K 

2bM5M:= 

Hawaiic Ratio 

29L1SV 

la^oftAa? 

Mud ~at'e 

L575S 

- 

P 1.4-0 rytlp 

DJWH 



- 


c 


1.364 


Cost jfls.f 

Rs7K« 

7,053,149,461 

55.55 


35,069,231 

DJI 


14.960,842 

Dai 






- 


T.sw^ys.w 

SS.97 

5ff7 r 712,63S 

141 


227,407,47a 

2.56 


l«LjU4v4<a 

L4^ 


41,173,269 

DJ7. 


56,103,068 

U4 


973,111,019 

J23 

44459,064 

DJ5 


4ftS7D,SEB 

DJI 


14360,779 

an 


307,590,511 

*.*4 

1 - 1 

1 - 1 



B,614,&4H 

nor; 



^ I il 


B,614,sa8 

0.D7 


8-14 
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Calculation of Cost of Sugar - AL ARABIA - Z017-20L& 


AIMNEXURE6A 



Actual 

2017-2018 

cimOwM 

H* 

■Dmiutiwe 

Pfk4 

176.51 

kiEir pfoducdm 



RHWiry Ratio 

IOlUM 

O^ncitv d MoJmti 33 by-product 

Kfi 


Mulassei Riba 

5L5HK 

Quinutif d Bdgg±ue a b^nduei; 

«a 
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BtgaiM UlTlQ 

ZftjSTK 

OfHntitif d Mud as byproduct 

* 


Mud ratio 

3JMW 

sdt Frit* d nkiusbs 

R1./KK 

12.000 



Safe Price of Baeres* 

«./K« 

L9» 



UcPri^of&fc/d 

«t/Kl 

LOGO 



CHt of HEirQIlB 


Cost (Rs.| 

fls/Kg 


Prtrajremenl at sujartnw 


l,9H94&l23d 

4UM 
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DLSO 
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D.7B 
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125,239.2901 7 71 j 
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*• 
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■ 

- 
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- 
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TOTAt DIRECT COST OF SUGAR PRODUCED 
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3Dl,2DQjOOO 
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— 

- 
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■ 

- 
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AL Arabia 

2( 
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Molasses flado 

5.5** 
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0.300 


Cast (Rs.j Rs./Kg 
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6.36 
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0.39 
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G.1D 

2,036,6*5, ?« 

44.07 
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6.21 
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7.DO 
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1 39,329,061 
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354,004,317 
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2Sj!33,732 
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9.7S 
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■ 

> 
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Calculator! of Cost of Sugar - AL ARABIA - 2013-2019 


ANNEX LJFtE 60 


AL Arabia 

2018-2019 

66ft,S62..1H] 

Prt» 

105J1 

6^545, tt» 

RKOTerv Ratio 

10.25% 

W^OO.-IKM 

MqImuk Ratio 

i.SW 

151.0S9.00C 

Sajjpue Ratio 

29.111% 

29,06ft 065 

Mud rule 

3.00% 

3-AftB 


Lin 

DJ5S 



Actual 

2t 

118-2019 

CMtmCnn\md 

Kf 

6fi5.il5Z.lM 

Prtrf 

1UjG5 

5ivar UrDductioci 

Kg 


flwwiry RalkJ 

10,25% 

QjMlIty nf MotEiB zx 1^-piaduct 

*g 

2P r 3flfl,-i)qt) 

UnFr™ Ralio 


Quantity ef Bi 0 M£ u hf predict 

Kff 

191,059,900 

laffue Ratio 

19.01% 

Q™i|lt9 irf ttyd 4E bv-predwl 

K| 
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SakPrldOftUviB 
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Sale Price ^Bauiac 

IWKI 

Utt 

Sals Frtee-et Mud 

«*/•<* 

LOGO 
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S.14 
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9.41 
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Calculation of Cost of Sugar - AL ARABIA - 2019-2020 


AMNEXUBFSC 


CuiefriBhad 

Kff 

373,70,24$ 

Price 

JitSi 

3U|^r production 


ITpiW,™ 

Rfcwmv feitb 

S.95H 

QuinWi 1 Of MftJoosa u Iryfrotta 


UvlSS.DM 

MoIbxsb bib 

A-OSS 

qyarvtAr flf IHUm U br-paoduct 
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2 I.SK 
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Mudnftta 

3.MM 
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1 S.DDD 



Salt Pfte of 

«'■/*! 
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Cost (Hi.) 
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2,117,342,2m 

W£L.3« 

MJ5 
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Canwflritap C«t - Fixed 


^137,23^*79 

57,4* 
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2019-2020 
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Ben am I Transactions (Prohibition Act), 2017 


Annexure-B 1 


(i) Objective 

6TPA, 2017 has been enacted by the Majlis-e-Shura (Parliament) of Islamic 
Republic of Pakistan to provide for prohibition of entering and holding property in 
benami, restricting right to recover or transfer property held benami and providing 
mechanism and procedure for confiscation of property held benami, and matters 
connected therewith or incidental thereof. 

(li) Kev Definitions 

The key definitions are as under: 

Benami Transaction - Section 2(11(81 

"Benami transaction " means ,— 

(A) a transaction or arrangement ,— 

(a) where a property is transferred to, or is held by, a person and the 

consideration for such property has been provided, or paid by, another person; and 

(b) the property is held for the immediate or future benefit, direct or indirect, of 
the person who has provided the consideration, except when the property is held by:- 


(i) a person s tan ding in a fiduciary capacity for th e benefi t of anoth er person 
towards whom he stands in such capacity and includes a trustee, executor, partner, 
director of a company, agent or legal adviser, and any other person as may be 
notified by the Federal Government for this purpose; or 

(ii) any person being an individual in the name of his spouse or in the name of 
any child or in the name of his brother and sister or lineal ascendant or descendant 
and the individual appearing as joint owner in any document of such individual and 
the consideration for such property has been provided or paid out of known resources 
of income of the individual; or 

(B) a transaction or arrangement in respect of a property carried out or made in 
a fictitious name; or 

(C) a transaction or arrangement in respect of a property where the owner of the 
property is not aware of or denies knowledge of such ownership; or 

(D) a transaction or arrangement in respect of a property where the person 
providing the consideration is not traceable ar is fictitious;" 
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Benami Property - Section 2f 11(71 


"Benami Property" means any property which is the subject matter of benami 
transaction and also includes the proceeds from such property 

Benamidar- Section 2f 1H9) 

"Benamidar" means a person or a fictitious person, as the case may be, in whose 
name the benami property is transferred or held and includes a person who lends his 
name* 

Beneficial Owner - Section 2{1H1U 

"Beneficial owner" means a person, whether his identity is known or not, for whose 
benefit the benami property is held by a benamidar" 

(iii} Important Provisions of BTPA. 2017 

Section 3. 

"3. Prohibition of benemi transaction.- (I) No person shall enter into any benami 
transaction. 

(2) Whoever enter; into any benami transaction or holds any benami property on 

and after the dote of the commencement of this Act, shall be punishable in 
accordance with the provisions contained in Chapter VIII." 

Section 4. 

"4. Property held benami liable to confiscation.—Any property, which is subject 
matter of benami transaction, shall be liable to be confiscated by the Federal 
Government." 

Section 51. 

"51. Penalty for benami transaction.—(1) Where any person enters into a benami 
transaction or bolds benami property in order to defeat the provisions of any law or 
to avoid payment of statutory dues or to avoid payment to creditors the beneficial 
owner, benamidar and any other person who abets or induces any person to enter 
into the benami transaction, shall be guilty of an offence of benami transaction." 
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GOVERNMENT OF PAKISTAN 
MINISTRY OF INDUSTRIES & PRODUCTION 
<><><> 

SUBJECT: CO ST OF PRODUCTION OF SUGAR FOR EXPORT TO OTHER 
COUNTRIES 

On the request of Pakistan Sugar Mills Association (PSMA), a 
meeting of the Sugar Advisory Board was held in the Ministry of Industries & 
Production on 7 th September, 2017 at 11:00 A.M. The meeting was represented 
by the Governments of Punjab, Sindh, Khyber Pakhtunkhwa and Balochistan in 
addition to the representatives of the various Ministries and Departments of the 
Federal Governments besides the representatives of Ihe Kissan Board, 

2. After detailed discussion, it was unanimously agreed and accepted 

that 1.5 million metric tonnes sugar can be allowed for export after factoring in 

projected consumption of next three months. Detailed recommendations of the 

Sugar Advisory Board are contained in the enclosed minutes which should form 

, 

par! of the summary for the ECO of the Cabinet to be prepared by the Ministry of 
Commerce (Annexure-I), 

3. The Prime Minister of Pakistan also held a meeting in the- Prime 
Minister's Office with PSMA on 07.09.2017 in which among other directives, 
Ministry of Industries & Production was directed to work out production cost of 
sugar which can be made basis for deliberating on the demand of PSMA for 
grant of subsidy for export purpose, today positively, 

4. In pursuance of the directions of the Honourable Prime Minister an 
extensive exercise has been undertaken in the M/o Industries & Production and 
cost has been worked out which comes to Rs.52.46 per kg (Annexere-11). 
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Taking today’s international price, viz 376,60 US$ per Metric Tonne, the price 
differentia! which can form basis for subsidy works out to Rs, 10.70 per kg. The 
details of the assumptions and other methodologies used for the purpose are 
based on the previous practice of this Ministry. For linking export of sugar to . 
payment to the sugarcane growers and the issue of price stability in the domestic 
market may be deliberated by the ECC of the Cabinet, 

t 

5- As regards inland transportation cost and other export related 

overheads, the same may be worked out by the Ministry of Commerce and 
Textile and reflected in the Summary for the ECC, 

Similarly the subsidy on the balance exportable surplus already 
approved by the ECC may be deliberated as deemed appropriate. 


7. 

action. 


Ministry of Commerce and Textile may take further necessary 


Enel: As above 



{KHIZAR HAYAT GONDALJ 
SECRETARY 


Secretary, Ministry of Commerce & Textile, Government of Pakistan, Islamabad. 
MOI&P's U.Q. No. 1{6}/2016-CAG, dated 8 1n September, 2017 



2 . 


Secretary to the Prime Minister, Prime Minister's Office, 
Islamabad. 

PSO to Minister for Industries & Production 
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GOVERNMENT OF PAKISTAN 
MINISTRY OF INDUSTRIES & PRODUCTION 


i ■ ‘ 



Subject: MINUTES OF MEETING OF THE SUGAR ADVISORY BOARD 

fSAB) HELD ON SEPTEMBER 07. 2017 

On the request of Pakistan Sugar Mills Association (PSMA). a meeting of 
the Sugar Advisory Board (SAB) was held in the Ministry of industries and Production on 
September 7, 2017 at 11:00 hours under the Chairmanship of Secretary, Industries and 
Production to review the' availability of sugar stock, estimated consumption before start 
of the next crushing season 2017-18 and wcrkcut the exportable surplus, if any. List of 
participants Is at Annex-A. 


2. The meeting started with recitation from the Holy Quran. The Chair 

welcomed the participants and apprised thorn of the background for convening the 
meeting. Chairman, Pakistan Sugar Mills Association (PSMA) was invited first to present 
PSMA's point of view. The Chairman, PSMA agreed with the figures of sugar stocks 
available as on 1“ September, 2017 presented before the Board in shape of working 
paper and apprised of the problems being faced by the Sugar Industry i,e. high cost of 
production, vis-^-vis low sale price, stocks pledged with the State Bank of Pakistan with 
consequent delay in release of payment to sugarcane growers, impact on domestic 
markets and approval for export of smaller quantities of sugar vis-S-vis large exportable 
surplus. He further apprised that the cost of production of sugar as worked out In 
consultation with the Government of Punjab comes to Rs. 62.96 per kg including sales 
tax of Rs,6/- whereas sugar stock have been pledged with the banks at the rate of Rs. 
50/51 per kg and after deduction of sales tax @ Rs,6/- per kg, the net price of Rs.44/- 
per kg returns to the sugar mills. Chairman, PSMA proposed that keeping in view 
aforesaid situation at least two (2) million metric tonnes of sugar be allowed for export 
with subsidy of Rs.18 per kg enabling the sugar mills to secure release of pledged 
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-,j/, 

stocks, made outstanding payment to the sugarcane growers and address cash flow 
issues for purchasing sugarcane during the next crushing season 2017-1B. 



3. The representative of Kissan Board on his turn complained about (he 

huge amount outstanding against the sugar mills on account of purchase of sugarcane. 
He proposed that only those sugar mills be allowed to export sugar which have cleared 
the outstanding dues of the growers besides the assurance to the growers that the 
sugarcane during the next crushing season will continue to be procured @ Rs.10Of- per 
40 kg. * 


4. The Secretary Food, Government of Punjab apprised lhart after keeping 
the provision for consumptions of two months, there is surplus sugar of 1 million metric 
tonnes for export before next crushing season. He also stated that sugarcane cropped 
area has increased from last year's 1.92 million acres to 2,13 million acres this year 
(10% increase), Resuitanlly sugarcane crop production and sugar production will also 
increase by 13% as compared to last crushing season. He, therefore, recommended 
export of 1,5 million metric tonnes of sugar upto 30.06.2013 and the question of subsidy 
be dealt with by the Federal Government. On a query by the chair he declined to 
endorse statement of the Chairman PSMA that Punjab Government has worked out cost 
of production as Rs. 62.96. 

5. The Cane Commisigner, Government of Sindh stated that PSMA, Sindh 
Zone had approached them with the request for export of ,1.8 million tonnes of sugar with 

t 

a rebate of Rs.18/- per kg and Government of Sindh supports their request, which they 
have already conveyed to Mo IP in writing. The representative of Government of Khyber 
Pakhtunkhwa neither supported export of sugar being sugar deficit province nor grant of 

fa 

subsidy on export, whereas representative of Balochlstan Government supported export 

without making it a time-bound activity. She also stressed the need for setting up sugar 

mills in Jaffarabad/Dcra Murad Jarnalj area. 
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Representative of Ministry of National Food Security & Research 


(MNFSSR) while taking part in the deliberations apprised that there is an increase of 
sugarcane crop acreage as stated by the representative of Punjab Government, He also 


supported the export of surplus sugar. 


7, Representative of Finance Division on her turn said that Finance Division 
supports export of sugar, if any without subsidy. She also stated that previous 
permissions for export were allowed without any export subsidy. 

8. The Chair asked the representative of Ministry of Commerce (MoC) to 
contribute their point of view, who stated that MoC Is of the view that the estimation of 
production cost and subsidy, if any, is the mandate of Ministry of Industries and 
Production, MoC supports exports of any production that is earmarked as surplus by 
MotP and Sugar Advisory Board. He further stated that out of 0.725 MMT of sugar 
earlier permitted for export, export of 0.423 MMT has actually materialised. 


9, The Chair asked the representatives of PSMA that the estimates of next 

crushing season {2017-1S) may rot be mixed up with the crushing season (2016-17) 
and surplus sugar needs be reviewed on a Quarterly basis. The Chair then enquired 
about the sugar data from MolP. Joint Secretary (F$R) explained the details thereof as 
under 


f. Opening Inventory & Production During Crushing Season 2015-17 

. ~ (Qiy in Mfflion Tonnes) 


1 1 1 

l Provinces 

Opening 

Inventory before 
Crushing 

Sflasqn 
201^17 

Production 

during Crushing 
Season 

2016-17 

Total Availability 
(Inventory * 
production} 
2016-17 

Stocks 
available on 
September 1, 
2017 

Punjab 

0.646 

4.332 

4.978 

1.500 

Sindh 

0.310 

2.2341 

2.544 

1.150 

Ktiybor Pokhtunkhawa 

; 0.040 

0.500 

0.540 

0.138 

Balochislan 

i 

™ t 

- 

- 

* 

Total: 

0.996 

7.066 

3.062 

2.788 


‘Source: Provincial Cane Commissioners 
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ti. Consumption (Exports / Strategic Reserve 


Description 

Qty In Million 
Tonnes 

Total consumption for 2 months before start of new crushing season f @ D.425) 

0.850 

Strategic reserves (45 days) 

0,830 

Remaining Qty of sugar to be exported from already approved City* 

(Total Qty allowed for exports - Qty actually exported upto 28.00,2017)= (0.725 - 
0.406=0.319) 

0,319 

Total: 

1.799 



-y^ 


Source: MOC/MNFSR 


iii. Expected Closing Inventory Before Start of Crush Inn Season 2017-1 8 


Description 

Qty in ttfilElon Tonnes 

Sugar Stocks available as on September 1,2017 

2788 

Expected Consumption 1 Remaining quantity to be exported / strategic 

reserve 

1.799 

Net Difference: 

0.989 


10. PSMA requested that as the next crushing season will commence in 
November, 2017, therefore, strategic reserves for 45 days may not be deducted from the 
dosing inventory and they may be allowed 2.00 MMT to export including the remaining 
quantity of already approved quantity of sugar not yet exported with subsidy of Rs.lS/Kg. 
The Board considered the request of RSMA in the backdrop of sugarcane crop 
estimates for the next crushing season 2017-13 and recommendations oF the 
representatives of Government of Punjab and Sindh endorsed by other stakeholders and 
decided that instead of keeping provision for two months consumption and 45 days 
strategic reserve, it would be appropriate to deduct the estimated consumption for next 
three months Le. September — November, 2017 @ 0.425 MMT per month involving a 

i 

total impact of 1,275 MMT from the available slock. Accordingly, the exportable surplus 
was worked out to 1,5 MMT, without taking into account previously allowed quantity for 
export purposes. 

11. After consulting all the stakeholders, it was concluded unanimously by the 
Board that total surplus sugar by the end of season will be 1.5 MMT; therefore. It wifi be 
safe to recommend export of 1.5 MMT sugar. As regard the issue of subsidy, the Board 
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observed that it does not fait under its domain. However, MolP may assist the Ministry of 
Commerce & Textile in wording out the same. 



12 


The meeting ended with a vote of thanks to and from the Chair. 


“Annex-A" 


LIST OF PARTICIPANTS OF T HE SUGAR ADVISORY BOARD fSAB) MEETIN G HELP ON 

SEPTEMBER 7. 2017 

1. Mr, Khizar Hayat Gohdal, Secretary, Mol&P. lri Chair. 

2 . Mr. Muhammad Arshod Khan, JS, Mof&P 

3. Mr. Muhammad Ashraf, Director General, M/a Commerce. 

4. Mr. Abdul Razzak Mughal, Deputy Secretary (Reg). Mci&P 

5. Mr. I mticrz A] i Gopa ng r Food Securlty Commissloner, M/o MPSAR. 

6. Mr. timer Bhatti, Section Officer. M/o Commerce 

7. Miss. Zobia Nee tom. Research Officer, Finance Division. 

0, Mr. Muhammad Yaslr Iqbal. Cost Accounts Officer, MolP. 

9. Mr, Abdul Hameed Memon, Chief (A&AM). FBR 

10. Syed Fawad All Shah, Secretary {Expert Policy), FBR, 

11. Mr. Sundeep Kumar, Deputy Director, State Bank of Pakistan. 

12 . Mr. Shokat All. Secretary. Food Department, Punjab. 

13. Mr Waqas Alam, Cane Cornmissioner, Punjab. 

14. Mr. Anwar Zahoor Qazi, Director, Industries Deptt, Punjab. 

15. Mr. Naveed Ashraf, Deputy Director, Industries, Punjab, 

16. Mr. Muhammad Anwar Baig, Director Agriculture CRS. Punjab. 

17. Mr. Muhammad Nawaz, Statistician, CRS, Punjab. 

18. Mr. Agha Zaheer uddin, Cane Commissioner. Sindh 

19. Mr. Askar Khan. Food Department, KP, 

20 Mr Muhammad Hizbullah Khan, Industries Department, KP 

... 

21. Mr, S Munir Hussain Shah, D.D Food. KP 

22. Miss. Saira Atta, Director General, Industries & Commerce, Balocblstan 

23. Mr. Javed Kayani, Chairman, PSMA. 

24. Mr, Iskandar Khan, Senior Vice chairman, PSMA, 

25. Mr, Ikram -ul-Haq, Director. Ext Member, PSMA 

26. Mr. Astam Faruque, Sindh Zone, PSMA, 

27. Mr, Ahmed A, Bawany, Sindh Zone, PSMA 

28. Mr. Zaid Zakaria, Director, Sindh Zone, PSMA 

29. Mr, Ahsan Latif, PSMA Punjab Zona, 

30. Mr. Nauman Khan, PSMA, Punjab Zone. 

31. Mr. Inayatullah Khan, PSMA, Islamabad 

32. Col. Aamlr Raur, Army Welfare Trust (AWT). PSMA. 

33. Mr, Sarfraz Ahmed Shah, Senior Vice President, Kissan Board of Pakistan 
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ESTIMATED EX-MILL PflTCE OF SUGAR FROM SUGAR CANE PRICES 

SEASON 2016-17 


Factors 


Sugar Recovery %agc 
Mol asses Recovery %flge 
Sales price of molasses Rs< / kg 
Manufacturing Profit Rs, I Kg before UX 


9iS7 

i:,od 


l 


PrJeo of Sugar Cane (Rim Material £osl} 

Ri, Per 40 kg 

Ik 1.00 

2 


Sale of mola&ses 

Rupees 

ZU2 

3 


Net Cost of rosy mu(ferial j 

Rupees 

iSWfS 

4 


Devel&pintutccss 

Rupees 

L50 

5 


Market ComttiUicc Foe 

Rupees 

0.30 



Freight 

Rupees 

.2.00 

6 


Total Cost of Raw material : 

Rupees 


7 


£u gsi r nb < aln td fro m 40 k gs o f ca ue 

kgs 

3,ys 

i 


go si Gfra*v material p*r kg of sugar 

Rs,/ kg 

41.46 

y 


Processing cast & other overheads 

Rs./kg 

11.00 

10 


Total manufacturing cost 

Rs,/ kg 

52.46 


^Source: Provincial Ctin c Commissioner/ ?SMA 



International Prices of Sugar 
London Board 
Dated 07-09-2017 
376.6 S/Tonne, Premium =20$ 

376.6$+20$=396_ 6$ 

PKR 41.80 (396.6$*Rs,105.40/S/I000} 

Source: Sugarontine.com 

Price Differential Between International Price and Domestic Cost of Production 
R5.52.46-Rs.418Q- Rs.10.7 




vV' 


M u b a mn^T' a?( ,, 

' oC £ Prodyeifon 

Qcvemmtrv arpajfist™ 
?5^tT>Jb3d 




/ 




























, ~ " = r “ r ^ 77 : --——- 7 T" —f ro 

ESTIMATED EX-MILL PRICE Op H LTG AR FROM SUGARCANE PRICES " ^ 


1 

L_. 

. . . CRUSHING SEASON 21)16-17 W»- “d 

■‘i; - • iv -vovei-y %age 

9.87% 

As per production of sugar ffarn sugsrcane for the year 2016-17 

. Recovery %jige 

440% 

As mentioned in PSMA 1 annual report 2017 (Annex- 1 ) - - -•-'h* 

■ 1 - ■ -■?: ttf moJanses fe r / kg 


The price or Molasses basis on the average price of last 5y§pr export prices of molasses as mentioned ■ 
m. PSMA Annual Report 2017 (Annex-H) ’ [ 

i 

! 

}- - 
I * 

i 

I'racSors 

Amount (Rs) 

Remarks 

cf Sugar Cane (Kkw FVljterlaJ O osl) 

I8J/40kf; 

Average price of Sindh and Punjab as notified by provificifrhgbvsffirinents 

% 

• ' 'MTTijiiiSSti 

(21.12)/40 kg 

40kg of Sugarcane * Molasses Recovery = Molasses in Kgs (40*4.40% - 1.76kgs) Molasses Pric* * 
Molasses in kgs= Sale price of molasses (12* 1,78 =21.12)' 

'Tir%lviixl 

’ 59.8SA(0kg 

Raw material cost - Sale of Molasses (181- 21.12 = 159.68) 

As. 2.00 

r --— -—— ■—--- M _ 

As mention ad in PSMA Calculation (Armex-lli) 

>^s 

Its. J .50 

As mentioned in PSMA Calculation (Annex-Ill) i 

i*L- 

Its, I), 30 

As mentioned In PSMA Calculation (Annex-Ill) 

■ ' Ji’offcn* ;na;erla2 

! <.-3.63/40 Lg 

Net cost of Raw mate la 1 + Direct Expenses (159.88 +2 = 161.88) 

■j 

i catenae p^r of sugar 

41.46/kg 

r 

Sugar obtain from 40 kg of sugarcuno - 40kg sugarcane* Sugar Recovery% (40*9,87%=3.95kgs) 
cost of raw material per kg of sugar = Total Cost of Raw: Mate rial / Sugar obtained from 40 kn of 
sugarcane ( 161.88/3.95 - 41.46') 

- /osl ^ oth^r overheatls 

11/kg 

As Calculated by PSMA (Salaries n wages, packing expenses, Fuel n Power, Oil n lyb, Chemical, 

Repair, other mfg. Depreciation, Stores and Spares Cost, Admin & selling, Financial cost/expenses 

Short and long term) 

10 

Tof-rl manufacturing cost without Tax 

52.46 , 

---1 




- itf-! Byproducts of Sugarcane i.e Bagasse, mud and others did not deducted due to lack.of availability of data . The price 

~*"*Th r/s/C P b een M Stfy of lndustries * Production calculation with PSMA calculations they claim that price of 
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iXikisfan Su^ar Mi!Ns AssbciiiCjoit 


A 

■*«!■ 

:'r 

f 



r r 



ry£> 


A NNUAL iUiPOR T 2017 


to 

iltrnired.Punjqh 


26 

J.D.W -1 fljftlredl 

tea 

tJ.5.^^99 

!.■ 357:733 

10,14 

149,65-1 

4,24 

1 S7 

J-DAV . [| f'tlniledf 

1 163 

2.m : SSl 

. 247,928 

■1D.45 

TQ 3,520 

4.20. 

, ?fl 

TWO STAR 


! 1',75l.SGl 

1161 '.E5Q 

J 9.4 

78:897 

<-5‘ 

■29 

■ kashmir 

335 

664, Go f 

'fcl.93'1 

s:e2 

.23,710 

4x47 

30 

iavYam 

■ 

1,831,557 

-175:520 

9.G-1 

.H2-.42JQ 

4; 5 

' 31. 

.MACOA 

1 

5?>937 

' 4,450 

6:-1i , 

£,382 

Aj5 

jsi 

tvlAOINA 


f tiSO&^SS 

115-41E 

3.57 

-rJp 

54,260 

■ ' 4;s 

: 53, 

IYO0M ■ 


1-1.15:492 

-r 13,30S 

iQ.ie 

46,045; 

1.61 

>1 

POPULAR 


555:764 

•66,159 

ms: 

..drifts# 


3G 



727,161 

63,405 

.072.. 

.52:722. 


36 

RA-fit^AN 


-962:206 

33.709 

9,64. : 

4 A,'139 

. 

4,5 

37 , 

RASO0L NAWAZ 



.37,4i0. . 

s:ci 


4 5 

33 

ffY.k 


'1.72a,228 

166.116- 

3:73 ! 

7-7,770 

A\h 


SAFINA fTlOl- Pin- 

Wall 


1 '' 

■t03&T42 

1O2JG0 

9^9 

A 6,716- 

. 4,5 

ia 

.SWAHTtol 

134 

i,i46;87<! 


MG6: 

48^7 

4,25. 

:.Aj. 

•SRA8ARGWJ-.fi 1 . 


G 58.456 . 

77-627 

.9.25 

87:731 ■ 


1 ^ 

SHAKARGAWJ ;fl!) 


705j393‘- 

6B.S17- 

9140 

'.31 ^743 . 

4-5 

AS- ■ 

EHEtKtfOO 

1 

7.34 0.6 42. 

722,539 

«.Si' 

105X320 

5WJ 

■4* 

tm^LiPi'WALAA 


-702,07.0, 

62.642 . 


31 jS93' 


■45 | ! 

1 a.ndlianwala- 

Iti 


■'1,376.x 04 

ieo;47.4 

. ^49. HP 

;si.b8o.- 

4-5. 

TOTAL 2fii 6-2^7 

44,143,323 ■ 

4,314,229 1 

9:7T 

1v077;3.ip 


TOTAL 2frl&£&l£ 

2C.55?;03a 

2,'837;761- 

e.94 , 

1.2757X5 . 

-.- _[_ 

-li:« 


& 


* ftfolasses figures estimated 
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Table; e <3> 


AAWtfJiL REPORT 2017 


MJN wise Sugar Position Sincffi 
Season 2016-1 f 



SiNDH 

QayS 

CAUfE 

.CRUSHED 

Sugar, 

> PROD, 

REQi % 

-MQL 
j PROD ri 


1 

AL-ABEAS 

■125 

659,-1.54 

7043-1 

ia-59 

' 30-277 

4.53 

s 

AbdorfBhfehsb GMazP 

■66: 

'16:6,44 

'4. ZOO' 

Tifld 

mtt- 

-4.5b- 

3 

■AL-NdOR' 

k>S 

l;3.l5 r S82 

'137.790. 

■6.71 

.S6;660 

4v3'0 

4: 

ALLIANCE- 

133 

■ l':15i:.-13s- 

! 142:466 


^7,255: 

4.97 

s 

AMSART 

133 

425 r 6Q3' 

I 44:304 

. G:;60 

- -j ' ■■ i 

19:463. 

A-^T\ 

G 

■ ARMV’.VELrARS- 

ri4 

34a ,£31 

36:30a ■ 

■10.42 


■4:9.1' 1 

J 

BAWANV 

m 

40fl',456 

SSjQOD. 

■ .io:o;a 

0:730 

4,63 

B 

BAMDI 

134: 

7 03.9G7' 

tstim 

. sibS: 

29280- 

4.22. j 

3f 

-CHAMBER 


aifrto-o. 

3 T ^ 25 

s:97 

- 44,7.50 

4;52: 

10. 

i dehArki 


J.DStffiV*. 

265,Ml 

3 0.51 

74ML? 

-4cdD , 


■DEWAN 9 

m 

BO’Tc-OBB 

52:625 

1026. 


4.7-0- 

T2 

DK5RI 


, 47t-?o1 

47-^6'B- j 

40.07 

23,17a- 


J3 

■FAKAN 

i3«- 

9.^90. 

IOG.3'19' 

10-70 

44; 30.9 

4-4.6, 

■ft 

-m- ■ - 

Cu \( 

1-39 j 


& 

125465: 

io:no- 

.54,-197' 

-4-50 

■15 


13? 

2 ,orns r B6? , 

207,747- 

40.30 ■ 

81210; 

4, o'3.; : 

vIE 

.'RAfiia. 

12BT i 

055,53FJ- 

■eoiaic. 

4.97' 

42, : 067 

4'BS' 1 

17- 

KNAIRPUR 

rto 


.03:570, 

■- ■ 

.9:80 

.33,337 


TB * 

KHGSKt 

_ 101 

23t?;aa9 

:23:047 

0:75; 

IliiOGO' 


'tS ! 

JJlRAN 

1-4B 

4'0e r 71fS 

36,417 

.S:si 

16.352' i 

4*56 

-20 

LARR 

1.16' , 

130,674- 

16;G-10 

".M7 ! 

0,495. 

4.40- 

■ ...^ 

MA7VARL 

-441 

500,203 

■51 ,657 

10.33 

22:235. 

4:44 , 

-22 

MEHRAN 

133 1 

i.056,lea 

1:16,760 

14,06 

47,865: . 

4.53 .' 

23 : 

MIRPURKi (AS 

13.1 | 

73S ( OT: 

m.mi 

ib: es 

34,050: 

4,72 

24 ' J 

MIRZA 

oc- ! 

134,593. 

ia,Gs&- 

9:40 ! 

6,?45- 1 

5:01 


- 28 - 
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ConUnuttf.., „ SINDH' 

2$ 


No (-Operated 

t 26' 

NAUGERO, 

139 

266:010 

2^,405 

.9.85 

10,906.. 

. 4>JK. 

27 

NEW. DADLf: 

126 

3S1;9D$ : 

32,6'09y . 

9.27 

13;7C3 

4'3& 

28 

PAJWGR4G 

"Not'Dperjttid 

2P 

RANIPUR- 

iog 

•Mfcm 

30,' MZ. 

0jQG- 

■14377- 

44b- 

30 

SAKftAWD 

iw 

459/573 

47.300 

s/20' 

19*500' 

4.24: 

31: 

SAtfciHAR- 

1133 

625-237' 

63!'3fl-n' 

10-20 

30-300'. 

4 85 

32 

£ER( 

16 - 

0/650' 

573 

BiOO- 

di* 

4.50 

33 

SHAHMURAD 

111 

.bV'2,747 

72.755 

10.8' 

30i-7GO 

4.57 

34 

SlNOABADGAR 

126 

593;Q37‘ 

61.670 

10.41 

20-701' 

4,85- 

35 

THARRaRKAR 

127 

334!-17-1 

32,621 

: 10 . 50 . 

17,921 ' 

5136 

36 

TANOO’M. KftAri 

Npl Operated 

37 

$:g.m 

126 

537:006 

54.690 

ia;i7 

;24 ( -H92- 

4 50 

i 30 

TAtiBO ALLAHYAR 

i 135 

549,616 


■fO.1T 

24 £.1:1 

4:42,. 


Non- Mamhars 







TOTAt2(W^3aH>(Ci) 

21 ; au7,ai7: 

2-233,925 

10.16. 

9625451 


T&TAL 2015*2016(c) 

■17 521.GC3 

1 .'636. lea 

1 0:65. 

7S7.|S1 O' 

442 


- EsLlmiiKjd 

SciircorT’SMA.Zcr^ Ibffiw^P.e 



-29-t 
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Table 11 



A AW VA L REPORT 2017 


*Yea'r 
2002.-03. 
‘ '2003-04 
3Q04- : 6& 
2G05-Q6. 
20 OS-07 

soW-Ob 
.200^03 
200:9-00 
2010 -i-f 
2Q1 M2 
■20;f-2-13. 
2013714 
2014-15; 
2010-10 
2016-17 

Table-12 


*Year 

2002^03 

2003- 04 

2004- 05 
■20,0 5-OB 
200&07 
20.074)8 

2o:ori-6§ ! . 

2009-10 

204D-'11 
2011-12 

■Jfi- Vli 




tj 


Export of'Sugar 
2002-2017 


-1 

Quantity 
45,,6.69 
1.16,175 
54,771 
61,047 
12 

.260;iS40 

23,g8Q 


- 48;S72 
1.0i54.;2,T5 


700,356 

23'3-.54M 

*399;3G9 


VaSase 
627;949 
I; 569.210 
1, : 028i7i:o 

1 , : s90>:g5 

3.30 
5,738(3 56 
639,677 


2,575,403: 
•5;i T 692, l 06B 
29;63'a-,2-30. 
32 , 645,502 
13-81?; 628 
21266:,4 38 


Quantity 
?,27E,G30 
1,457,283 
1.151,431 
4,9.7,461 
3737177 
780-307 
936,333 
961;3C)0 
86.437 
55,60.8 
225,221 
497,342 
83;229 
73,067 
tO 1,410. 


Export of ti/] ol a$ses 
20.02-20-17 

Value 
^ 2,652,975 
- 2^98,964 
.-4,297,647 


2 t 6:i2;a42 
tE04- r Q34 
3,49^864 
7.48H544 
7,784,000 
' *92,087 
577,981: 
2i747ij,3'4:i 
‘2(510.421 
1',O10, -3.4-7 
874,398 
1.217,122 


Qiy; WY 
Value;.-'000' Fts. 
As>^j, Price: 

Avg, Price 
13,750 
13,679' 
18,782 
•26.055. 


22,015 

267675 


52,9.13: 

48,573 

45^85- 

46-.1-43- 

47h072 

53,258. 


Avg. Price 

2;ob4v63 
1,852; 05 
3,732.00 
5.,-258.00 
4,656;0 : i3 
■4,4714)0 
7,933:00 
■8:097:36 
10,32400 
10;83.4:0'6 
12,:i93S0' 


source': PBfS/tyOC 
* Sugar year 


(Ffstfal ViiarJ 
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• T* Calculation of Total Cost of Sugar Per KG 


1 —-:- 

;i Assumptions 


S 1 1 __ _ _ _- 

No of days 

i 

137 

fCrushing Capacity M.Tons 
jpiant Factor 

[Average Capacity M. Ton 

9,200 

90% 

8,280 

; 

iCrt/shtng in M. Tons 

1,134,360 

{Recovery: 

Sugar 

Molasses 

9.77% 

4.02% 

[Molasses Produced M.Tons 
| Sugar Produced M. Tons 

45,601 

110,827 

i 

ISugar Bags of 50 KG 

2,216,539 

Cost of Cane per 40 KG 

183,80 ^ 

Cost of Cane-Govt. Rate 

Add: Dev Cess 

180.00 

1.50 

Market fee 

Freight 

0.30 

2.00 

3. SO 

T Cost of Cane per 4QK6 

183,80 ; 


1 

Molasses Selling Price Per Ton 
MolassesT. Selling Price in Rs. 

5,000 

228,006,360 

1 

* 1 


ANN EX-1 



Comments 


Cane Commissioner OfficelAvg of 2016-17 crushing days of ^1 sugar Mills] 
Grassing up of data from RT4 [8.2BQ / 0.9Q] 

As per RT4 Data Verified by Cane Commissioner for FY2016-17 
Avg Capacity M. Tons * 137 Day 5 

As pet RT4 Data Verified by Cane Commissioner for FV2016-17 
Ranges from 4.0% to 4.25% as per P5MA. Could be verified from KT4 

Crushing in M. Tons + Recovery Rate of Mol3SSestl,l34,36G ? 4.02%) 
Crushing in M, Tons * Recovery Rate of Sugar {1,134,360 * 9.77%) 

Sugar Produced in M, Tons * 20 {110,827 * 20] 

Notified by Cane Commissioner 
Notified by Agriculture Market Deptt, 

Calculated from notified frieght 

T. Cane Cost per 40 Kg 

As per verbal confirmation from Shahtaj Sugar & Ashraf Sugar Mills Ltd. 
[Rs. 5,000 per M.Tan * 45,601 M.Tons]---—--— 












































9 


f, 


% 


f 

> 


calculation of Total Cost of Sugar Per KG [Based on Avg. Capac 


Jty of 8,2 


p» 


i Total Cost of Cane 
, [Rs. 183.80/KG * 1,134,360 M .T*25/1,000) 


Add: Turnover tax 


Rs. Irr '000' 


5,212,384 A 


1,025,441 


B 


Totaf Cost of Sugar Per KG (Exclusive of Safes Tax] 
Add; Saies'Tax ’ ' 

( otal cost of Sugar Per KG (Inclusive of Safes Taxi ' 


74,80S C 

► 

AfrB+C 


Rs. Per KG 
47,03 


Totaf Overhead Costs* 

Salaries n Wages 

Padcfng expenses 

; ^ 



I” 250,000 


2.26 

Oil and tub 

36,000 


0.32 

Chemical 

22,000 


0.20 

Repair 

38,000 


D.34 

Fuel n power 

160,000 


1.44 

other mfg. 

23,000 | 


0.25 

Depreciation 

56,000 


0.S1 

Stores and Spares Cost * . 

170,000 


1.53 

, L 

33,000 

■ | 

0.34 

Admfn and selling expenses 

793,000 


--riT 

120,000 


1,08 

Financial Cast / Expenses - ' 

4 



Shortterm 



- 

4 . , ‘ • * * ' 

Long term 

215,448 


194 

' - 

120,000 


1.J38 

i r *■ ^ * 

335,448 


3.03 

Total Overhead Costs : * 

1,253,443 


■ ■ - 


1131 

Less: Sale VdluE?af Molasses 

- 

v 

- 

[lota 1 Conversion Cost i 

(228,006) 


(2-06) 


3U 


0.68 


; . ‘ ' r 56.96 ■ 

■ ‘ : <5.oo : , 
: ; d - sz.sTi ; 
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SECRET 




Copy No, o } 


F. No. 7(2)/20] 2-Exp-III 
GOVERNlVLENT OF PAKISTAN 
MINISTRY OF COMMERCE& TEXTILE 
(COMMERCE DIVISION) 

SUMMARY FOR T UE ECC OF THE CARTNFT 
SUBJECT: EXPORT OE SUGARfCROP YEAR 2016-17) 

.. . , E f°f 1 °i ni J' Coordination Committee (ECC) of the Cabinet vide its 

decisions dated 28 December, 2016, 28 ih March, 2017, IS* July, 2017and 14* 

30 04 2017 °h 17 f, llOW ^^ Ugar CX P°^ S of 0 225 million metric tons (MMX) with 

xtAfT vi ^ eaC Jn j 5 0l “°° Wlt ^ 31.07.2017 as deadline, 0,300 MMT and 0.5 
. f W1 fr“ ut Y J^adlme subject to a common condition that “in case domestic sugar 

^-r&rr 

t , ?! llhs rcC|Qest °f Pakistan Sugar Mills Association (PSMA). a meulin" 

(k» Z”? «Z ( | AB) W “ hcld inM:ni5t O' of industries and Production 
Liw % 7 ' ° 7 ^ Secretai 'y MoIP in chair. The SAB observed that the 

« nT'- and in ““ *“»» «i» expected to 

“o MUT f l m deducting expected consumption of S, 1 DO MMT around 

-I- ,^ T e w ° 1 ' d bc aU[ ‘P klS - 11 was proposed that 1.5 MMT of sugar may be 

allowed for export. (Minutes of SAB are at Annex-Il). fc * 

P_ . P UrS |f anct; SAB*s meeting, a meeting of the Inter-Ministerial 

' Rs? ” ati °:' at mril & P™<= of sugar in the domestic market was 

(^.6,4tf b z:;^ wcr ^ kvei is -»« 

“• for 2m 7-Tr C “ ne Cr ° P ^ “ PCIiEd **“ **»*“* <*-5 MMT 



















r *-TL 
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iii. That the net availability ol sugar from 2016-17 season works out to be 0,967 
MMT, and with the expected new production of S.O MMT of sugar comes to 
8,967 MMT for 2017-18, Therefore, allowing the export of One (1) MMT 
sugar would not affect the domestic availability and price; 

iv. That the export of additional One Million Metric Ton (MMT) of sugar may 
be recommended subjceL to the conditions already approved by ECC vide its 
decision dated 14-09-20l7(Aiincx-IV). 

^ November 2017, in a meeting of Council of Common Interests 
(CCI), it was proposed by the Ministry of Commerce to deregulate the purchase of 
Sugarcane by the provincial governments and in case any provincial government 
continues with such a policy, it may bear the cost of freight support, for exports in case 
of surplus sugar production, It was further proposed that the Federal government should 
limit its liability upto the current commitment, (Anncx-V) 


ECC may like to approve that: 


i. Export of additional One (01) Million Metric. Ton (MMT) of sugar may be 

allowed subject to the conditions already approved by the ECC vide its decision 
dated 14-09-2017; 

ii. No export quota shall be issued by SBP to any sugar mill that fails to verify: 

a. the start of cane crushing latest by 30 lh of November 2017 and 
continuation thereafter; 

b. timely payments for all the procurements of sugarcane as provided in the 
conditions of the notified approval oi the ECC decision of 14-09-2017; 

in. I he Inter-Ministerial Committee shall provide estimates of surplus sugar 
quantities, after getting results of the crushing season 2017-18 latest by April 
2018, which may be allowed for exports in one go by the ECC; 

iv. No sugar freight support be provided for exports by the Federal government after 
utilization of the provision of one million tons, being allowed here, 
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Inter-Ministerial Committee; their views are included in the above-mentioned 
recommendations. 

+ • 

9 Minister for Commerce has authorized the submission of this Summary. 



Islamabad, the 27 th November, 2017 


(Mohammad Younus Daglia) 

Secretaxy 
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No. 1 (6)2016-CAO 


GOVERNMENT OF PAKISTAN 000 

MINISTRY OF INDUSTRIES & PRODUCTION 




t 


sa 


Islamabad November 3* ,2017 
OFFICE MEMQRANm Kill 


jSAS) 


meeting of sugar*advfso^Board (SABwfeld 0^0^ h ^7^ a cop/ of mi ™les of the 

sr- R . m of ^ 

oJh> 


Distribution: 


Muhammad Sohail Mufti 
Deputy Secretary (REG) 
Tel: 9206Q3S 


Cc. 

I. 

II. 

III. 

IV. 


1 ‘ j . ’ 1 1 

1' 15Secretary Ministry of Finance Islamabad 
\ ?f Secretary, M/o Commerce, Islamabad. 

, _^crefary i M/o Nstionaf Food S^curil/ & R fslam^ihari 

5 5?Sr^ n,or ® tato Bank of Pakistan kI^.' * 

6 Tht Sl^ an ^ ederal Board *»f Revenue Islamabad 

i % §£? asssssi, 

* £ a ne CommSr (P X a bTSo?r emme ''' 0,Sindh ' Karalli - 

« Hyderabad. 

^bad 3 "’ PaklS,an S “ 3ar Association, Raeheed Plaza, BiU9 Area. 
,3 Lahore eSldefl1 ’ KlSSan B ° ard PakiSlan ’ 71S ' Karnran Black, lllama Iqbal Town, 


p|?n^«f lerf ^ l ndusfries & Production, Islamabad 
PS to Secretary, Mol&p, Islamabad. 

ASX A rnW°<: nal S f cretar y-U Mol&P, Islamabad 
ASP to joint Secretary (PSDJ.Mol&P Islamabad. 
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Subject: 


on <be Truest of Pakistan Sugar Mills Association (PSMA), a meeting of 
he Sugar Advisory Board (SAB) was field in the Ministry of industries and Production on 
-Sober 27. 11:00 boors under me Chairmanship of Secretary. Industnes and 

" L ' C " 0n * ,he CTaim,an ° f “• •» Committee Room of MolP 

M proposed by the Patdsfan S^ar «s Associadon (PSMA, was ,o review overak 
. availability and stock position of sugar and to workout exportable surplus, if any. List of 
pa rtf cjpants is at Annex-A. ( ‘ 

Meeting started with the recitation from the Holy Quran. The Chair 

2 "* d ******* had apprised the background of convening the meeting, 
iron, Pakistan Sugar Mils Association (PSMA) presented PSMA's view point He 

— ^ “ f ^ ^ aVa “ e " *>. 2017 presented 

201M7 Ih^ n ShaPe ^ Wa * i " 3 WPar ^ SPPrlSed ^ " CrUShina «*«i 
p he production of sugar was 7 nn mmt h- . 

... 700 MMT wh,cf t was the highest ever. The 

man further added that in the upcoming season PSMA is expecting 8.00 MMT 

“ ° f SU93r ^ atef "" ot 5.100 MMT around 

ugar would be surplus. Chairman. PSMA proposed that keeping in view the 

aforesaid sifuation 1, Miiiion Tonnes may be aiiewbd for exports and SAB may further 

request Trading Corporation of Pakisrtv, (TCP, ,o purchase ,.5 MMT of Sugar through 

open PUbiic tender. Moreover he stressed that the Mechanism of subsidy may be 

revved because in previous years Government gave a subsidy of Rs.lGAg and then 

R ; ^ ^ - — - - ,0 fhe tune of Rs,0.70*g ,, 

not feasible. y 

3- The Chair acknowledged the brief cf Chairman PSMA and pointed to the 

lr6S ma ' n ISSL8S W9h ' i9Wed by PSW » - «(- « rate o, subsidy ,e be 
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1 V 

1 ^ 

J 

L 


.0 


- 

rswewed (iii) Purchase b Tcp . ' < fy\ 

mandate of sab „ on/ ' n * Chair fiJrther the & 

° is only restricted to evaiuafp th D ■ L 

Resultantly SAB had no, tak»„ - . . exponab!e surplus of sugar. 


Resultantly SAB had no, taken up lh ■ ^ °’ ^ 

the dirao,ions of Prin* Mi „ fe(erlt , ecaI _ 8 as wen. However, 

production and Its difference f "as made lo come up uvrin the cost of 

difference from International Market. I npu , from lh . _ 
was also taken intr. P ' 0m he F ' fiance DfWsion 

aCC0LnL »»«■* - the issue of TCP me SAB m ,, 

■ ■ ^ indicated that in BouJ Cth. 01 

from 01 November 2017 spe re ^ ^ ^ Cn,Shin9 ™ sls!arte « 

— g , these r: ;:r ^ ** - ~ 

M«s have already been closed d ^ ^ 4 5 Su£|ar 

these mills may be made opera J" hU3e ' 5rT, ° Un ' '* ~" 8 ^ ■»* ^r 

. «ft be allowed to expert "" "^ ^ ^ ft ° se •*» 

port sugar which have cleared itm 

.. growers, ; outstanding amounts of the 

T g 

The Secretary Food, Government of Puniah 
area of sugarcane cultivation was 1.95 Million A ^ ^at las, year the 

2.13 Million Acres. Therefore mor cr<!s and this area has increased by 

Government, is iikely to JI* ^ '= ™ “ - ^ 

« —y the paymen H 

MMT »* hb allowed for exports ^e S • ' hai ^ 

that practically it is „ ... ■ Chairman, PSMA indicated - 

y 115 ° [ P0SS,bte t“ OKPOrt more than 0 200 MMT in 
take time to export this huge quantity. " . ° MMT -e month, so i, wi, 

6 

he Cane Commissraner, Government of Sindh stated th 

25000 acres cultivation of snr, ^ year 

dtJOn of Sugarcane increases end 

cotton is reduced. Cotton belt h 6 ° fhSr h3nd CUj(fvaWon of 
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I - 


r~ ■ ' 
•W... 


• ■ ■ ‘;; 50:50 perceni -*• * *** g*.™.* „ P ^Q ■ ,** 

ft ******* 0/ of ’#&*. f>mk^ neither supported^^ ° 3 

sugar being sugar deficit „ • supported export of 

■ r * Pf ° V ' nCenor ^t of subsidy on exDort W 

Government of BaJochisfan i« 9 ° representative of 

^ ochisfan was present in the meeting. 

Representative- of Ministry of Commerce apprised H ... ' 

sgree on export of 1 s mot " members 

p n 0M.6 MMT sugar, Ministry of Com 

Ministry of Commerce avr ' ° endorse this move. 

dKl " 01 "W® 1 «» Proposal of purchase of 1 s uur 

TCP through open tender. * ™ MMT "** ■» 

Cephas e,re R ~r ^ ^ ^ ^ ^ "" ** **-«* 

20U-U ontheis laI<en np by Walional Accountability Bureau (NABJ for the year 

' ^ eXPQrted « - 0.500 MMT as reported by Punish r 

p SMA. and recommended the, when „ ' ^“"T" « 

sugar then the case may bee w ry completes the export of 0.250 MMT 

e may be considered by SAB for exportable surplus. 

Advisory Board^SABJ^tmt;^ ^ WaS nnncluded unanimously by the' Sugar : 


(b) 

ft) 


10, 


By the end of crushing season 2016-17 1 s mhat 
®dgar will be available an d h T . 1, f MMT surplus 

recommend its export. ence rt ls declded to 

Regarding issue of subs | d ^ 
subsidy might be reviewed bv thJ &d obsefved that 
PSMA request for t^T / C ° ncerned »W 

to purchase 1.5 MMT'of suqarTh'^h” aCP > 

be submitted for deliberation in tender P r <>cess may 
: Committee meeting ° UpCOrnJn 9 ^Ministerial 

The meeting ended with a vote of thanks to and from the Chair. 
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1. Mr. Maroof Afzai, Secretary, Mol&p. 

3' u' Z"" RaStJl ' Atfditi0nal Secre ‘^-H. Mof&P 

4 Mr z ° aSt91r Bal ° ch ' Joinl Secretary (PSD) MotfiP 

■ . 2ahoor Ahmed, Joint Secretary M/o Finance 

, : 

7-' Mr'SZTc SOhai ‘ Mm DePUtV S6Cre,ary < R ^ 

t 9 0 M r ^T aha “' Se ° ,i0n «*> Commerce 

1 , T Z S6dion Omoef - **> Commerce 

■ Mr.M 0e erAfe a | A |,, Se(!reta|y(B(poit FeR 

2. Mr. Qadeerullah, Second Secretary, FBR 

• , r. Aamer Amin Bhatti. Chief (tRops) fbr 

is - Mr - w^rcotrier 8ank ° f ****&% 

16. Mr. Shoukat Ali, Secretary Food, Punjab 

18. Mr Z^a IT Sr d T AdVlS ° r ' ^ Depanmsnt - Peeieb 

■ Zaheer uddjn Carn=> r k n^^‘ 

ig ' Mr ... ' ne Comm!Ss Joner. Sindh 

20 Ch 3f Ahmed ' D,rector ‘ Cane Commissioner. KP 
■ C ■ N.sar Ahmed, President, Kissen Boar d of P akisten 

• Mr. Javed Kayani, Chairman, PSMA 

23 Mr ,^ l<ar, ' far Khan ' Senior Vice eheinman, PSMA 
23. Mr. item ^ Haq Djmctori ^ Membgr ^ 

' r Asfa,T1 ^roque, PSMA fSZ) 

*5. Mr. Ahmed A. Bawany. Sindh Zone. PSMA 

Mr -. Ahsa eLatif. PSMA. Pnn/ab Zone 

f "" NaUman PSMA, Punjab Zone 
- M.. ueyaiuilah Khan, Secretary General PSMA r,r 
28. Mr. Ahmed Hashan, PSMA (SZ) mabad 

30. Mr. Asim Chan*, PSMA (SZ) 


In Chair. 
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L 


II, 


held on n-t 


Minister vide TsTTzolT^ Yid 

Committee Room of Ministry of Onnim, , ■?' “ 20 5 was heid the 

Secretery Commerce in chair. The list cf^io ^'* ,th 
agen, J te C1 “°™ d ®» participants and introduced thc fol(owinf , 

A review of domestic sugar prices in the wake of the pro- 
decisions dated 28.12,2016 ?R0^mp ,on. ECCV 

S“sz,“s:str^rc;r»r 

additional export of 1.5 MMT ofsagar. ’ W 

«™«* price ofsugar in thc 
onS 1 * November. 2017 was Rs53 89/]™ w ,,™. Index for lhe weck er, ding 
December 15,2016 (Rs62.61/lt(>j. the baselit^c” " “““ ^ ° f 

Nationa^Food^ec^rLdteScTtouI ' h<! repreSen,3tiv ' of Ministry of 

* u ^ ^ “ m «r^rcxxTfLTo^!r 8 xpec ' ed 10 * 

October h 2017 etl ”1^2.472 "T ^ St<>0l<S availatli ' 20* 

consumption was 0 425 MMT The sb ^ avera S e monthly sugar 
would be 0.630 MMT an<HT475 MMTxurT^'k TTt r ° q “ ired for 45 da ^ 
loutl export quota of 0.925 MMTThf totd *' Xported ° u ‘ of 

beginning of crushing season adds to 1 505 MMT f™““i*" 1011 81 tlle 
balance quota of exports'! Thr* „ ...... (consumption+ reserves-^ 

MMT wWch addSTo t exZ7l l,ty ^ WOri “ “ * <- 0.957 
conies to 8.967 MMT for 2017^-18 Theref/ T °" 0i 8 ° MMT ° f Susar ’ 
MMT sugar wouid not affect dre dotnostic ° f f “ C) 

HOuSTj^ P ' r ' he ECC ' S dPCiSi °” dated 

had been allocated bv the SBP to thr^-n 1111 * ° Ul ° f 3 ^ ° f 500 • 01,0 Mr 

124,000 MT of sugar ha^alreadyheenexported.^ ^ 1311 - 20 ‘ 7 ~ 

1 "^ d tp —d .o 
may be allowed subject 

decision dated I4-09-2017Anoes-n 3 rM y a PP roved dy ECC vide its 

8. The meeting ended with a vote of thanks to and from the Chair. 
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Annex-T 




2ft 


r siNa 

1 1- 

Name 

Designation 

Organization J 

r 2 

ivir, Moll am mad 

YoumisDagha 

Secretary 

Ministry of 

1 ^ 

i ivir. Umar Rasul 

Add, S ccretory 

^uAiimerce 

' Ministry of Industries 

j ■ 

4 i 

Mr. Zahoor Ahmed 

Senior Joint Secretary 

& Production 

Ministry of Finance ! 


Mr. Irntiaz ALi Gopang 

Food security 

commissioner 

Ministry of National 
Food Security <fc 
Research 
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GOVERNMENT OF PAKISTAN g fiCt ^ T/1M ' W ™4TJ ^ 
cabinet secretariat j 


Na.F.t/l 9/201 7-Com 




Cl 


(CABINET DIVISION) 

Islamabad, the 02 nd October, 2017 

CORRIQRNnrfM 

SubJW: 

s ePtem w l 3 ontrtb^ K “"^ M —“ f «■ „ umbcr da[ed 2l . 

-battedand^da/Idt^' 3 ™ * ^— «**» raay be 
ECC further decided as under- 

a) S w«°T R Ti^7&2S^ v ^ ry , B T d (SAB) ° f MoIP - a casb fr «s'" 

srlSS? 7 ?s=s 

08.09,2017? and S499/MT r»? * mtematl0naJ P rice of USS376/MT (as on 
th, cost of production as cSat^Sp)'T oSTh?^ ^ 

quota, the State Bank of Pakist^shal^^H^ JSSuance of an >' export 
P^ce on the date of issuance of ounr* a r f car f ^ prevalem international 
support that the expo t ^ ^ nl ° f ^ 

quota, P ld beC ° me dl ® lble t0 on utilization of export 

i 

b) uti,izEd «*" 

rest of the unutilized euan.i.v r™L A S d ™ SID " d "« d I S-7-2017. The 

300,000 MTshall be considered JthdTfJT'* ‘ SSUC ‘ I b “ execu,ed » of 
C) Xh? ^ SharCd % “■"* “ U «" P-mclai governments 



t^^ecretary T rw ^rm pj vi ^ nn 

Copy forwarded for information to the:- 


CGHUIAM mi/Hamj 

Joint Secretary 
(Cabinet Comittees) 
Tele U 9203014 


l- Sectary to the President 

■ Secretary to the Prime Minister 

bectron Oiticer (Progress-H), Cabinet Division 

F ■t' i 1 ~ "" "™*—* ■’"■ " i 

f _ _ •-> ->'• ; : 
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PRIME MINISTER'S OFFICE 
, .ISLAMABAD 


Mi 


SabieCb ^^&POUCXA ND EXPORT OB qrrr^p 

(?terr*-ity 

^ ' 7116 ^me Minister has 

proposal at para 5 of the summary. 


seen and is pleased to approve the 


1 ii 

til f RS 

mi 

si! 
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in -- 
w {5 


" a 

Secreta ry Commerce i 



(Fawad Hasan Fawad) 
Secretaiy to the Prime Minister 
2J--11-20I7 
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13 . . Cc: ® ecretaj T Infer Provincial Coordinatio 


M 

ill 

ft. 


W LI 

Jl 7 

J 1 I 

I-ts { 

Si I 

jg 4 

** £ 
o Jl 




> *"-? ' • 1 



2* /Zf>(C ' 


■ f 

sT 

i 

;5 . 



1- 1 

w&. i 

! 

S**3 ) _ 

js ■ 

E*im 

DG | 

■ i 


283 





















SECRET 


> 0 - 




Case No.PX'C-125/2T7.m 7 
Dated: 2S |J| November, 2(1] 7 


EXTORT OF SIJGARf CROP YEAR Ifn^VT} 


DECISION 

J“T iC C ° ORli, ’ ati0n » f "« <*** «»a«d the sllmraal y dalcd 

ov™ or, 2017 submitted by Commerce Division regarding Erport of Sugar (Crop Year 
2016-17) ^nd decided as under; 

1 T*S ° f * Uh ™ al J 5 miUiQn of sugar subject tu th e 

conditions already approved by the ECC vide its decision dated j 4-0^201 7 - 

N ° CXpt>rt qil0fa sha11 ^ by SDP to any sugar mill (hat fails to verify: 

"■ tl S XT*™ C ™ £llijlfi ]alCSt ^ ^ 20,7 and c ™«™aUon 

b ' , W J r Pay Tf Uie P rocu ™* of sugarcane as provided in the 

conditions of the notified approval of the ECC decision of 14-09-2017; 

.^^Ministerial Committee shall provide estimates of surplus sugar 

-ms’wh 3 ' H T^r K 7 hS ° f lhC CnJShing aeaSOn 20[7 ' IS Jaiest by April 
~ may he allowed for exports in one go by the ECC; 

^foTjonT?" S !’“" "° l PIOVi ‘ fc ‘“ ,y ft “^‘ s, W on mt “P* after crushing 
season 2017-18, Provmces should develop their own policies for such frekhl 

support, whenever required in future. k 

I!. The Economic Coordination Committee of the Cabinet further directed Ministry of 
Industnes & Production to work out actual cost of production of sugar in the country lo 
determine its price and submit a report thereof to the ECC for consideration. 


tIJ. 


3 V. 
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No.F. 1 /23/2017-Com 


GOVERNMENT OF PAKISTAN 
CABINET SECRETARIAT 
(CABINET DIVISION) 


Islamabad, the l9 1Jl Match, 201 8 

CORRIGENDUM 


NNEX-C 

IMMEDIATE 

3i5- 


*^3 


J '* 

"* m 
ai i 1 

rslj —■ 

-■ 

E 13k 1 

Q ^ 


'■Jo.. ...../sec. 

_>£— 3..-. 


Sublet- DECISIONS OF THE ME El INC _OF_ECONOMIC 

COORDINATION COMMITTEE (ECC) OF TH E CABINET - 
EXPORT OF SUGAR fCKOP YEAR 2016-17) 

Reference Cabinet Division’s Memorandum of even number dated 
06 th December, 2017 on the above subject. 

2 jn the ECC decision under Case N o.E C C-125/23/2017, dated 

28 u ' November, 2017, following may be added as Para I(v) of the decision:- 

d for subsidy by the sugar industry, inter-alia, is based upon the 
itial betwacji,cast of production of sugar and prices in the 
i«ial ^tSEthc Ministry of Industries and Production was directed 
pr 


lister- J 

1 _i :j 


lAir'r l 

i 




-un j 


i him A 

] 

itPscT ^71 

1 \ 

-O.V.AO ’ j 

I } 

^5 to Secv 


50 Id Sej/kV. 


There 




'of production validated through a third party 1 '. 



(GHULAM jMUHAMMAD) 
Joint Secretary 
(Cabinet Committees) 
Tele #9203014 


% <5 
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-- 


n 

*}'■ 

k\ 

% 

U 


.- • i 


I, Secretary, Commerce Division 

Secretary, Industries and Production Division 
3, Secretary, National Food Security & Research Division 


Copy forwarded for information to the:- 


1. 

2 . 

3. 


Secretary to the President 

Secretary to the Prime Minister 

Section Officer (Progress-IT), Cabinet Division 
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Annexure-5 


Government of Pakistan 
Ministry of Industries & Production 


No. 1 (6)/201 6-CA 


Islamabad, the January 2, 2018 


OFFICE MEMORANDUM 


Subject: EXPORT OF SUGAR 

The undersigned is directed to refer to Economic Coordination 
Committee (ECC) of the Cabinet decision in Case No. ECC-125/23/2017 
dated 28-11-2017 in which ECC of the Cabinet directed this Ministry to work 
out actual cost of production of sugar in the country io determine its price. 
Ministry of Industries and Production has worked out the same which is 
enclosed for vetting. (Flag/A). 

2. It is requested that the same may kindly be returned after vetting to this 


Ministry for onward submission to the Cabinet Division. 



(Muhammad Sohait) 
Deputy Secretary (Reg) 
Phone No: 9203065 




Finance Division, 

Sr. Joint Secretary (Corporate Wing}, 
Government of Pakistan, 

Islamabad. 


*/w 


Director General, 

Agricultural Policy Institute (API), 


3 ld Floor Evacuee Trust Complex, 
Islamabad. 


CC: 


o PS to Secretary, MolP 
o PS to Additional Secretary-1 Me IP 
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ESTIMATED EX-MILL PRICE OF SUGAR FROM SUGAR CANE PRICES 


SEASON 2016-17 “ 


Sugar Recovery %sigc 

9.93% 

As per production of sugar from sugarcane for Hie year 2016-17 


Molasses Recovery %age 

A .4 fl % 

As mentioned in PSMA annua! report 2016 and telephonically confirmed by Assist Cane Commissioner 
Sindh for the vear 2016-17 


Sales price of mulaasea Rs. / kg 


The price of Molasses basis on the average price of last 5 year export prices of molasses as mentioned 
in PSMA annual Report 20IS 


Factors 

Amount (Rs) 

Comments 

1 

Price of Sugar Cane (Raw Maicrial cosi) 

131/40k* 

Average pnee of Sindh and Punjab as notified by provincial governments 

2 

jl'r 

Sale of molasses 

21.12/40 leg 

40kg of Sugarcane * Molasses Recovery% = Molasses in Kgs (40*4.40% = 1.76kgs) Molasses Price A 
Molasses in kgs= Sale price of molasses (12*1.76 -21.12) 

$ 

[Met f '.mt of raw m ate rial 

S59-tiS/4Ulcf 

Raw materal cost - Sale of Molasses {181-21 12 = 159.88) 

4 

Dcvclopaicnl CCS* 

1,50 

As Calculated by PSMA with Punjab Govt 

5 

Market Comoiitlec Fee 

0,30 

As Calculated by PSMA with Punjab Govt 

6 

Freight 

2.00 

As Calculated by PSMA with Punjab Govt 

7 

Tolitl Cuj 4 of Rim mafcrisit 

163*63/40 kg 

Net cost of Raw mateial + Direct Expenses (159.88 +1.50+0.30+2 = 163.68) 

S 

Cu.si of raw Inal trial per of sugar 

41.12/kg 

Sugar from 40 kg of sugarcane ” 40kg sugarcane* Sugar Recovery^ (4CT9.93%=3.98kgs] 

Cost of raw material per kg of sugar + Total Cost of Raw Material / Sugar obtained from 40 kg of 
sugarcane { 1S3.6S /3-9B - 41.12) 

9 ' 

Practicing cost & other overheads 

ii/kg 

As Calculated by PSMA with Punjab Govt (Salaries n wages, packing expenses, Fuel n Power, Oil n tub, 
Chemical, Repair other mfg. Depreciation, Stores and Spares Cost, Admin St selling, Financial 
cos^expenses short and long term) 

m 

Tutul man u fact u ring cost without Tax 

52,12 



Note: The Price of Byproducts of Sugarcane l.e Bagasse and others did not deducted because it is not available in themarket. The price of 
Molasses is also disputed between Ministry of Industries & Production calculation with Mills calculations they claim that price of molasses is 
Rs.5/kg 


A 

































Annexure-6 


Government of Pakistan 
Ministry of Industries & Production 


F. No. 1(6)/2016-CAO 


Islamabad, the February 27 tn , 201# 


OFFICE MEMORANDUM 


SUBJECT; DECISION OF THE ECONOMIC COORDINATION COMMITT EE (ECC) 
OF THE CABINET 

The undersigned is directed to refer to the Cabinet Division s Office 
Memorandum No.130/P41/2017 dated 20 th December, 2017 on the above noted 
subject and to state that the Implementation status of case No. 125/23/2017 dated 
28-11-2017 duly signed by Joint Secretary (PSD) is hereby enclosed for further 


necessary action in the matter. 



(Muhammad Yasir Iqbal) 
Cost Accounts Officer 
Ph: 051-9204720 


Cabinet Division 
{Mr. Muhammad Javed 
Section Officer (Progress-11) 
Government of Pakistan, 



Islamabad^ 












Government of Pakistan 
Ministry of Industries & Production 

Subject: PROGRESS REPORT OM IMPLEMENTATION STATUS OF ECC OF THE 
CABINET DECISION 


Text of Decision 

Case No.125/23/2017 
Dated 28-11-2017 


Present Implementation Status 


II. The ECC of the Cabinet also 
decided that: 


Ministry of Industries and 
Production to work out actual cost 
of production of sugar in the 
country to determine its price and 
submit a report thereof to the ECC 
for consideration. 


Ministry of Industries and Production has 
implemented the ECC of the Cabinet decision to 
the extent of its obligation. In this context, Ministry 
of Industries and Production have calculated cost 
of sugar and sent it to Finance Division (Corporate 
Wing) and Agriculture Policy Institute (API) 
working under Ministry of National Food Security 
and Research for vetting purpose. 


Agriculture Policy Institute (API) endorsed the cost 
of sugar as calculated by the Ministry of Industries 
and Production. (Annex-1) 


Finance Division (Corporate Wing) has made in 
depth calculations and provided comprehensive 
calculations which are more authentic and correct 
(Annex-ll). Ministry of Industries and Production 
endorses the calculations made by the Finance 


Reasons for delay, if any in 
implementing the decision. 


Division. 


Time by which the decision will 
be fully implemented? 

Whether the Ministry wants to 
close the decision? If so, reason 
thereof 


CERTIFIED that the ‘Present Status/Progress 1 indicated above has been approved by 
the Secretary, Ministry of Industries & Production. 

(Nadeem Ahmad Malik) 

Joint Secretary (PSD) 


































F. No. 2(3) CP-C/2014-12 


Government of Pakistan ’y 

I inance Division 
(CF G Section) 

-r-x-x w 

Islamabad, the IQ 1 ' 1 January, 2018 


OFFICE MEMORANDUM 


Subject:- EXPORT OF SUG AR 


The undersigned is directed to refer to Ministry of Industries & Production 
(MoiP)'s O.M.N 0 .1 {6)/2016-CA dated 2 na January, 2018 on the above subject and to 
convey following views/comments of Finance Division: 


i. 1 lie underlying details forming basis of estimated cost have not been shared. 
fj ; Basic cost variables comprise "sugar recovery'" and “molasses recovery'" 
percentage, which appear on the lower side, which essentially drive high cost of 
production of sugar- 

ill. Both '‘Development Cess" and “Market Committee Fee" are allowable 
expenditures under ihe Income Tax Ordinance. 2001, therefore inclusion 
thereof, in Ihe cost is not justified as the same is recovered subsequently. 
lv. "Processing cost & other overhead" contain the aspect of depreciation and other 
post gross profit expenditure, which are either non-cash in nature or classified 
as period cost instead of product cost. Therefore, their inclusion in the cost 
sheet needs to bo relooked. In case the said costs are restricted to only 70%, 
the manufacturing cost is likely to decrease substantially, 
v. Upshot of aforementioned aspects is tabulated below in different scenarios, in 
comparison with estimates provided by MoJP:- 


Estimated Ex-mtti price of Sugar 

Base case 

Scenario-! 

Scenario-!! 

Scenario-ill 

Sugar Recovery %agc 

B.33% 

11.00% 

12.00% 

13.00% 

Molasses Recovery %age 

4.40% 

0.00% 

7.00% 

8.00% 

Sales price of molasses Rs./kg 

12 

12 

12 

12 

Factors 

Amount (Rs) 


1 

Price of suqsr Cane {Raw Material cost) 

181.00 

181.00 

181.00 

161.00 

2 

Sale of molasses 

i 21.12 

28.80 

33.60 

38.40 

3 

Net Cost of raw mstellar 

159,88 

152.20 

147.40 

142.60 

4 

Development cess 

1,50 

1.50 

1.50 

1,50 

5 

Market Committee Fee- 

0.30 

0.30 

0.30 

0.30 

6 

Freight 

2.00 

2,00 

2 00 

2.00 

7 

Tefal Cost of Raw Material 

163.eS 

156.00 

151.20 

146.40 

8 

Co si of raw material per kq of sugar 

41.12 

35.45 

31.50 

28.15 

& 

Processing cost £. other overheads 

11.00 

11.00 

11.00 

11.00 

10 

11 _^ _ _ _ _.— - 

Total manufacturing cost without Ta* 

52.12 

46.45 

42.50 

39.15 

Les: 

s: Adjustments 





Development cess 

- 

1.50 

1.50 

1.50 


Market Committee Tee 

- 

G.30 

0.30 

U.oU 


Process in a cost Sc other overheads 

- 

3.30 

3.30 

3.30 


5? uh-total 


5.10 

5 10 

5.10 

Net total manufacturing cost without tax 

52.12 

■41.35 ■' 

m 374D f 

• 34:05: ' 
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vr. /£ may bo noted [hat adjusted manufacturing cost as above, will be further 
subject to off-sotting by other income (e.g. income from generation of 
electricity by sugar mills) which has not been quantified and factored in, which 
will further decrease the manufacturing cost. 

viii. MoJP may also examine the financial statements of the sugar mills for the 
purpose of cross verification. Simifarly international benchmarks pertaining to 
sugar and molasses recovery may also be seen to arrive at a realistic 
manufacturing cost. 

ix. Additionally, MolP may also see the post I8 :h Amendment scenario as the 
subject under reference falls under the purview of provinces. 



(Zogjia Mielum) 

Research Officer (CF-C) 


051-9217856 


Muhammad Sohail, 

Deputy Secretary (Reg), 

Ministry of Industries & Production, 
Government of Pakistan, 
Islamabad. 
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K o. F. ] (3 J AP 1'3/A Pl/2{) ] 3 
Govcmment of Paki stan 

Ministry oI’National Food Security and Research 
Agriculture Policy Institute 
F.vacuce Trust Complex. 1751 
Islamabad 

* * * £4 

Dated: 08-02-20 I S 


Subject: EXPORT SUGAR 


Reference your letter No. 1 [6)72016-CA dated January 2, 2018 on Lhe subject cited 

above. 


2. The calculation of estimated ex-mill price o I'sugar for sugarcane prices worked out by 
the M/o Industries and Production seems cflrrea Moreover* the API has also worked on l mi li¬ 
gate prices of sugarcane worked back from the various illustrative wholesale market prices of 
sugar for 2016-17 and hereby enclosed for necessary information. 


c 

(Abdul Karim ) 
Deputy Chief, API 
PI1: 9215967 


Mr, Muhammad S oh ail 
Deputy Secretary t Reg) 

Government of Pakistan 

Ministry of Industries and Production 

Islamabad. 





292 








✓ 



MILL GATE PRICES Of SUGARCANE WORKED RACK FROM THE EXPECTED 
WHOLESALE MARK LI PRiCES QF SUGAR DURING 4015-17 


S Nu. 

item 

WOHJtt'D RACK IT.;u^ Q? SUGARCMve 

1 

Average y^hn'-^le market prices ofiugsr fa) 

ss/jonon 

- i ■ uv- E-J. pi . 1 iUIIIIlL: - 

6ft p 000.00 

65.OGO.Ou 

7 

Wholesale dealer margin fj .5% on net price 

2/ji3 ns 

2,857.14 

3.-C95.24 

3 

Todcral h^l i.ser duly @ ^ 

4,074.07 

4/4 £.44 

4, El 4. R J 

I - 4 

Net p:ice of sugar [items I-Z-3) 

48.30E SE 

32.6^.41 

Ar_ 



Purpb 

Sindh 

Hun jib 

Sindh 

Punjab 

_- - 

Sindh 

5 

Pi ocestiiij- to'A nf su□«r (b) 

1 16,424.3d 

1E/34.2M 

17/117,4 5 

17,317.46 

l!\41L>. 

l 1 410 55 

b 

Value of cane Lu produce one ion up sugar {item 4- 
f'^m 6] 

31 r S32.54 

dl.RR2.54 

34,^0.95 

34-;/ao.g5 

37, G7S.3 7 

37.C7K3T 

Provincial ba*;? >>ygar recovery (Her c*?nt) 

9?a\ 

10.63 

3.1)4- 

10. bb 

9. G 4 

10.fi ! 

R 

Quantity of c^nt in tonnes required Ld produce one 
tonne or bUu:^. [lDQ/item 7) 

10 06 

9: By 

10.(16 

9.59 

10.0b 

§/1j 

3 

Pnr “ of Oi: ? tv r.necf sugarcane (Item G/lLerrt R) 

3.11-V.l? 

3,35549 

J, 4 3 7.23 

3,701.17 

3,741.33 

1.017TT 

1CJ 

Pr\rM nf 40fcg^ ;i| cane 

126. V L 

135.52 

13H.73 

146.1/1 145.01 

100. El 


Note: (a): Presumed. 


[b]: Rat.o ofco^of ceneto precessPn^e^t is estimated at 66:54, study by APf "Covt □ eduction of Sugar* jointly prepared In 
I9y6 by API and Business and Consultancy.Services, Isfamebad. 

SuurcHs: 

1 Far FED: FRR, Islamabad* 

2 Fnr Recovery MaLiC: H5MA, Inlamahgd 


¥ 
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Annexure-7 


I 



IMMEDIATE 


GOVERNMENT OF PAKISTAN 
CABINET SECRETARIAT 
CABINET DIVISION 

** * m,~* m- 


No. 130 /P-lf/2017 


Islamabad, the 14 lfl March, 2018 


OFFICE MEMORANDUM 


Subject: DECISION OF THE MEETING OF ECONOMIC COORDINATION 

COMMITTEE (ECC) QF THE CABINET. 


The undersigned is directed to refer to Ministry of Industries & Production 
0,M No. 1(6)/2016-CAO dated 27-02-2018 on the above subject and to request to 
submit a requisite ieporl to ECC in form of Summary in compliance of para-ll of 
ECC decision in Case No. 125/23/2017 dated 28-11-2017 in its next meeting, 


(M^jTjammad Javed) 
Section Officer (Progress-!!) 
Ph: 9103581 


Ministry of Industries & Production, 

(Muhammad Yasir Iqbal, Cost Accounts Officer, 
Government of Pakistan, 

Islamabad 
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Annexure-8 


'i 



NO; 07 5Y/ CC ™ 

COMPETITION COMMISSION OF PAKISTAN 

government of Pakistan 

9 th Floor '.South). ISE Towers, 55-B, 
Main Jinnah Avenue, 
Slue Area, Islamabad 
Tel; +92-51-9100250 
Fax; -92-51-5100253 
UTIL: 2 tzp:// vmv.oo. gov.pk 

November 19,2019 

Muhammad Yasir Iqbal 

Cast Accounis Officer 

Ministry of Industries &. Products on 

Islamabad. 

SUBJECT: DECISION OF THE MEET IN G HP E^ONO^nC 

COMMITTEE :'ECCs QY TEE CABINE T - eJXPQRJL.LZ ^--'—— 

■ CROP YEAR 3016-1T. 

Ministry ' Lidascries & Traduction may please refer o its ~r Ni . 

1 (n),rOi T MCA dated 1+ h I une, 20 i 9 and our . fitter of even number dated^ J alv, -0-9 . 

. :.c c^uti one* 4 --'-i d i rrt 


'■ - f : : > '* 


procurl"' of sugar for the cmsiiu.y - % v 2CiiS-l >•, '.s:ued a General Order u£u<n Set non - 
the Conpetilic-u Act, 2010 requiring all tuc mills to submit audited financial statements 
,. c , :ost . 3U d-; : reports for the FY 2016-17. Further nor e : the mills were also asked to provide 
iofomiaifon as per the enclosed proforma (Annexm.-A), Responses from 39 sugar Mills of 
*■ jj;]ab, 22 of b- '' — - ' Y ^ were receive. 

i+ ’ t. 

3 . The findings of the Committee, constituted by the Commission are enclosed 

herewith as Annexure-B. The average cos: of production of sugar, using the aehial data of 

sugar mills of Punjab and Sindh amounts to Rs. 51-93 per kg, 'which is very close .0 '.he figure 

+ 

calculated by the Ministry of industries & Production i.e, Rs. o2.46 per -<g. 


Enel; As ah eve 
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COMPETITION COMMLSSIOjN Or I'AKIfcTAN 




g C0SI ' ° F 11R( ' - ' ll ' C ' n0 ‘ N " "nm sWHwr. 

In oulei lo villi dale cost ul production of sugar general ureter under Section 36 
of the Competition Act, 201(1 (the "Act* 1 ) was issued lo all sugar mills of Punjab, Sindh and 
KPK. Responses ironi j 9 sugar Mills of Punjab, 22 of Sindh and A offCPK were received, The 
information received iroivi these mills has been used to calculate cost of production for sugar 
for crushing year 2016-2017, 

2. 1 be information submitted by the sugar mills has been used to calculate cos! per 

kg of sugar for each province; i.e. Punjab, Sindh and KPK as shown in Table 1 below. 
Table-1 


Factors 


Estimated Ek-MiII Price; of Sugar from SugD/canG Prices 
Season 201G-M7 
Can sail dated 


• l ' ,: 


Sugar Recovery %age 
MdIu^OS ROCovc ry ^iage 
S3te Price of Mobffts Rs./tCg 
Manufactrlnji Profit Rs,/K(r before Tax 


1 


Price of 5 u ga re £i n c (ftnw MatcriaE Cost) 

2 


Sale of MoSasses 

3_j 

4 

- 

Net Cost of Raw MoterSat _ 

Development Cess 

5 

6 

... 

Marketing Committee Fee 

FreighL 

7 

G 

- 

Total 1 Cost_of Raw Material 

Sufi,O r obtained from of Cane 

9 

!□_ 


Cosi of Raw Materia] per kg Rf. Sugar 

Fro cessing cost & other overheads 

11 


Total Manufactr?nfl Cost- . 



□.53% 

4.43% 

12-DO 

10.11% 

4,68% 

12.00 

4.-: 5% 

12.00 

- 

_ 

■ V" - r-vt > w 

SINDH 

PUNJAB 

R 5 . Per 40Kg 

i&a.OD 

182.00 

IS 0,£}O 

R 'j p e l l S 

Ru| iSfi-E _ 

21.55 

158.45 

22.47 

159,63 

21.41 
15 3:53 

Rupees 

Rupees 

Rupees 

1 Rupees 

1.50 

0.30 

2.DO 

_167.37 

iMn 

□.30 

2.0G 

168.53 

1.50 
_O.30 
2. DO 
1G5.64 

Rs./kg. 

3.81 

43.89 

4.04 

41.68 

3,83 

43,21 

RS./kfi 

Rs,/Kg 

10.(32 

54-51 

10.06 

? ■* J : —-yrr, ■ 

51*74 

8,91 


Since the MOI&P bad calculated the average cost of production of sugar using 
ist information of sugar mills of Punjab mt Sindh, .h M =f 0 re. ,n order .c being conformity 
jtl, , he MOI&P's calculations, Ihe average cos! per kg of sugar is calculated, using aciua a a 
ceivcd from sugar mills of Punjab and Sindh, as shown in Table 2 below. The calculation . 

ised on following assumptions;- 

i. The sale price of molasses has been taken as Rs. 12/kg, which is based on .he average 

ex nor! price of molasses for last five years. . 

i Certain charges i.e. Road Development Cess, Market fee and Freight have been taken 
I. under, this is in accordance with the figures used by MOW in the,.' caleulattons. 

a. Road Development Cess @ 1.50 per dOkg 

b. Market fee @0.30 per 40kg 

c. Freight @2perd0kg 
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]I1. 


iv* 


v. 


The piirelinsc price of sugar eune lias been taken as the Notified lix-Mill price or40kg 
ofsugarcane, i.e, Rs. 182 E'or SI mil i aiui lls, list) Ibr Punjab wilh an Average price arils. 
181. 




Sugar Recovery percentage anti Molasses Recovery Percentage arc the average of the 
recovery percentages of'Sugar St Molasses respectively for Punjab and Sindh. 

The information received from KPKhas not been considered for calculating the average 
cost of production to bring conformity with the calculations of MOl&P, 


Tabled 

Estimated Ek-JVIIII Price of Sugar from Sugarcane Prices 
Season 2016-2017 
Consolidated [Punjab and Sind])) 


Factors 


Sugar Recovery %age 
Molasses Recovery %agc 



Sale Price of Molasses Rs./^G 
1 ManufactrlnC Profit Rs./KgJjefpre Tax 

‘ ' 


i 


i 


10 . 11 % 
4.68% 
12.00 

SINDH 



12 r 00 

■■■■ ■ ■■ i 1 y.fz “■* T1 

PUNJAB 


1 


Price of Sugarcane [Raw Material Cost) 

2 


Sale of 

_3_ 


Not Cost of Raw Materia! 

4 


Dcve 1 o p m e nt Co ss 

5 


Marketing Committes Fee* 

6 


Freight 

7 _ 


Totat Cost of Raw Material_ ( 

8 


Sugar obtained from 4Dkft of Cane 

9 


Cost of Raw Material per kg of Sugar 

10 


ProccssjnG cost St other overheads 

11 


Total Manufactring Cost 


Rs. Per 40Kg 

l£i2,0a 

180.00 

181.00 

Rupees_ _ 

Rupees 

Rupees 

22.47 

159.53 

1.50 

21*41 

158.59 

1.50 

21-.94 

1S9.0G, 

150 

Rupees__ __ 
Rupee:. 

0.30 

2.DO 

030 

2.00 

o.30 ; 
ZOO 

-^L«. 

Rupees 

168.5B 

165.54 

167109 

Kgs 

4.04 

3133 

■ " ~‘j ' a' 

3.94 

Rs./kg 

41. GB 

43.21 

42.45 

Rs./kg 

Rsi/KgjBfe: 

10.06 

t"“-T 

S r 91 

9.49 

iv^93: 


4. The average cost calculated by the committee using actual cost data is Rs. 51.93 

per kg, whereas, the average cost calculated by the MOI&P is Rs. 52.46 per kg. The overall 
average cost is almost the same with a minor difference of Rs. 0.53 per kg. The difference in 
average cost calculated by the MOI&P and the Committee is due to the different recovery 
percentages of Sugar and Molasses and the sample taken. 
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Annexure-9 
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No,Q(291JS ( 0.fExt::)/2015 ' 

GOVERNMENT OF SINDH 
AGRICULTURE. SUPPLY u 
PRICES DEPARTMENT 




quantit>' of sugar stock, carried over from, the last 


CfLI ?hing season 2016 -L 7 . 


Karachi, datecDM 1-2017 

SU MMARY FOR CHIEF MINISTER SINDH 

SUBJECT; REQUE S T FOn GRANT OF SUBS IDY ON EXPOR T QV £UgAE^- 
KS.ZO/ KG BY T HE F EDERAL GOV ERNMENT, 

The Chairman, Pakistan Sugar Mills Association (PSMA), .SindSi Zone >-'- 
letter dated SI 51 November, 2017, addressed to the Honorable Chief Minister Sindh 
indmated that during the meeting of PSMA-Centre and Sindh Zone with tna Honorable 
Prime Minister of Pakistan on 21-11-2017, the Prime Minister has agreed to consider 
allowing subsidy of Rs.15/Kg for export of surplus sugar With a ratio c: 60:^0 to 
be paid by Provinces and d0% by Federal Government] (Annex-A). 

2. It may kindly be noted that the production cost of sugar has bean 

established by PSMA at Rs. 64.19/Kg and a substantial stock of surplus sugar is available 
with mills. The PSMA has been pursuing the matter for allowing export of sugar and 
subsidy of Rs. 18/Kg on export of sugar In wake of available surplus stock and 
decreased prices In the International market. The Economic Coordination Committee of 
the Cabinet has allowed export of 0.5 MMT oF sugar (Annex-B) with a cash freight 
support of Rs. 10.7/Kg on ihe recommendation of the Sugar Advisory Barrel of Ministry 
of Industries, Government of Pakistan, so that sugar mills may economically shed c\i 
tliuir present accumulated stocks of sugar end stay In a position to crush entire crop 
available during the coming crushing season 2C17-18. The PSMA has apprehended that 
In case, timely action Is not taken, the sugarcane growers and sugar mills 5 i or ,g v/l r h 
the government shall be facing a very olFficuIt situation, 

3- Hie crushing season cr sugarcane 2Di7-i r u, h.u ^ 

b G /' ths Sugar Mills In ^nrih h^ 

started but the mills are apprehensive to start Cnj^hin^ j "" ' 

hl ' 13 aue to -vatlEbMitv' of g i,™ 


milliter: xvilh CamScunner 


rl 'Hnrfr: v.nh i: =.n flea nr sr 


298 












/ 


( 2 ) 


1 

■ £} 

- 

ri ; l 
I- -t! 


It Is pertinent to mention hero that If the mills do not purchase suicsrcmic 
from growers end light up their bollois Immediately, It Is likely that the situation would 
gel worse and growers may incur heavy losses at their crop, 

5 , In view or the above pcsIUon, It Is proposed that Federal. Government mu/ 

be approached to consider PSHA's request for subsidy of Rs.M/Kg on SOrbO basis on 
export of sugar to save the sugar Industry end sugarcane growers of Sindh from 1^-- 
and avert possible shortage of commodity In the next season* 


6 . 


Honourable Chief Minister Sindh may kindly pass appropriate ord:jr: 

. v ■■ 


^sa 


P. £: 

. i’- 


-(A 
| r t: 
Co g : 

C :a 



„ ‘ .-S'" 

(SAJID JAMAL AliFtO) 
SECRETARY TO GOV T. OF SINDH 


Ulr 

m ) 

I .I r - 

r.j 

i. j 

ii i 

l/H 


\ (\ 

MINISTER-FOB / . 3f>/ 

AGRIC ULTURE* SUPPLY ft PRICE S 1 'U 


Cl % SE CRETARY, FINANC E 

ml ^ 


MV 


I 


§Si’ CHIEF SECRETARY Smb H 


; 

u A 
° It! 





CHIEF MINSTER SINDH ^ 

ea *> w *^ 4-e^ 

^\S> \ti- 

K'V^c/ , / 



9 

4 ii 

,$Gaf?Qfcd with CaNiScannar 
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No.8(291)5.0.(Ext:)/20i 5 
GOVERNMENT OF SINPH 
AGRICULTURE, SUPPLY & PRICES 
DEPARTMENT 


SUMMARY FOR THE CABINET 

MINISTER INCHARGE SOHAIL ANWAR SIYAL 

SECRETARY SAJID JAMAL AERO 

GOVERNMENT OF SINDH. 

DATE OF SUBMISSION. 'I 1 '' 1 December, 2017 

suB 1 ECT: REQ UEST OF PSMA FOR G jLjjjSSlDjl_QN_ E XPOR L 9f~ 
SUGAR. 


The Chairman, Pakistan Sugar Mills Association (PSMA), Shrill Zone Vide 
letter dated 21* November, 2D17, addressed to the Honorable Chief Minister Smdh 
has intimated that during the meeting of P5MA-Ccn-re and Sindh Zone with the 
Honorable Prime Minister of Pakistan on 21-1T2017, the Prime Minister had agreed to 
consider allowing subsidy of Rs,lS/Kg for export of surplus sugar with a ratio or GCIMU 
[50% to be paid by Provinces and 40% by Federal Government] (Annex-A). 


I, it may kindly ce noted that the production cost of sugar has been 

established by PSMA at RS.6-A 19/Kg. A substantial stock of 0.S MMT approx, surplu • 
sugar is available with mills at present in Sindh Province. The PSMA has been pursuing 
the matter for allowing export of sugar and subsidy on export of sugar in wake of 
available surplus stock end decreased prices in the International market. The Economic 
Coordination Committee of the Cabinet has aitowed export of 1,5 MMT of sugar (all 
Pakistan) and a cash freight support of Rs, 10.7/Kg on 0.5 MMT (Armex-B), on the 
recommendation of the Sugar Advisory Eosrd of Ministry of Inoustries, Government of 
Pakistan, so that sugar mills may economically shed off their present accumulated 
stocks or sugar and stay in a position to crush entire crop available curing me coming 
crushing seeson 2017-15. 


!v; hiHilKI With Clfii"i?i 









( 2 ) 


The crushing season of sugarcane 2017-18 by the Sugar Mills in Sindh 
iob started but the mills were apprehensive to start crushing due to avaifaoilfty cf a 
large quantity of sugar stock, carried over from the last crushing season 2016-17. It is 
pertinent to mention here that If the mills do not purchase sugarcane from growers 
and light up their boilers in a timely manner, it is likely that the situation would got 
worse and growers may incur heavy losses of their crop. 

4. Meanwhile, the Honorable Chief Minister Sindh or the request of PSMA 
approved the proposal to approach Federal Government to consider PSMA's. request 
for subsidy of Rs.20/Kg on 50:50 basis on export of sugar to save the sugar industry 
and sugarcane growers from losses and possible shortage of commodity in the next 
season and placement of the matter before the Cabinet (Annex-C). Accordingly, a 
D.G. leiier addressed to the Honorable Prime Minister of Pakistan has been sent cn 
23-11-2017 by the Chief Minister Sindh (Annex-D), However, the demand of PSMA 
has net been accepted. 

5. It is submitted that the Economic Coordination Committee of she Cabinet 
has allowed export of 1.5 MMT of sugar and a cash freight support of Rs. 10.7/Kg on 
0.5 MMT, on the recommendation of the Sugar Advisory Board of Ministry of 
Industries, Government of Pakistan, however, the PSMA is demanding a subsidy of 
Rs.20 /Kg on export of sugar to avoid losses. 

6. The meeting of Sindh Sugarcane Control Board was also held on 
29-11-2017 and it was decided to start sugar mills from 1 st December, 2017 and fix a 
rate of Rs,lS2/- per 40Kg/Md as a minimum price of sugarcane. However, Lhe PSMA 
has accepted this arrangement with serious reservations. 


7. 


In order to resolve the matter of Lhe demand of PSMA for allowing 


Vl1 ^ t jnn fcui dKUWiuy Ul 

remaining amount of subsidy I.e. Rs,9.3/Kg on export of sugar, the Cabinet is 
requested to deliberate upon the issue and devise/ decide a policy / criteria for thp 
support of sugarcane growers as well as sugar mills so that sugarcane sector does not 
suffer. For the purpose the Cabinet members may deliberate and decide a support 
policy cn appropriate eligibility criteria/ terms and conditions, 

cLonasdel™;;™^ "" * - 
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MINUTES O F THE CADSNET MEETING H E LD ON 4'" DEC. 2017 AT 2:0 0 PM 
UNDER T HE CHAIRMANSHIP OP HONORABLE CHIEF MINIST E R, SINDH 
AT THE CABINET ROOM. 7 1h l’LOOR NEW SECRETARIAT BUILDING 


Chair; 

In Attendance: 


KARACHI 

Syed Murad A'i Shah, Honorable Chief Minister, Sindh 
Please refer Annex-A. 


Agenda Items, Following aganda items were discussed during the meeting: 

Agenda Itenvl | 

Confirmation of the Minutes of Inst Cabinet Meeting held on 
28-10-2017 

Aa end a ltem-2 

Proposal for crant of Cash Freight Support on export of sugar 

L- r -- 

l Agenda Item-3 

1 " 

Compensation for Project affected persons al lhar Coal 
Project J 

Agenda lteim-4 

Conversion of SSGC loan into Grant 

i Agenda ltem-5 

NCPP Subsidy Rules, 2017 

Agenda ltem-G 

Enhancement of Government of Sindh share in Hub B:cc< 

Agenda Item -7 

i 

Grant of Charter to Government College University, 
Hyderabad j 

Agenda Item-8 

Grant of Charter tc City University, Karachi 

Agenda Item-9 

Re-coimposition of SESSI Board 

Agenda Item-10 

Karachi Water & Sewerage Board Rules on Water Hydrants 

Agenda Item-11 

Wheal Procurement Target 2017-*8 (Additional) 

Agenda item-12 

; The Sindh Industries Registration Act, 2017 (Additional) 


1. Open ing: 

The nesting started with the recitation from the Holy Quran The 
Honorable Chief Minister Sindh Syed Murad Ah Shall welcomed 
participants in the meeting and briefed the Cabinet about purpose of the 

meumiy and asked Chief Secretary, Sindh to introduce agenda items to 
be discussed in the Cabinet. 

2 ! Minutes of last C abinet Mythic, hu rt 

2 \.yy-' ® ocre! " , y. Sindh requested the respected Carnet members 
l*§tr aPPr ° VC ' *“ m ' nl ' teS «» la5t 9KM Meeting held on 

VyrttlpJ!?n <F2T' § Chi l f “ ini£ter ' Sindh Nutart X minutes at lhe m 

cira,,3ied ,o a,i rnembare and any 

SGA&C Depart rr tut 

Gavernms-ni Sindh p 3£e i of 
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,l ". Minister, Sindh asked Minister fm Agriculture id 

,. r !_■ Etoj'i meetings helu v.rih growers and PSMA 

" J ™ e r^irnstsr for Agriculture apprised She Cab net that the Sugar Cane 
. Loard works under secPcn-3 c; Sugar Factories Centre! rSindh 
■'-monument) Am 2009, its function is to recommend sugarcane ;r.;e m 
consultation with sugar mills and growers end recommend sugarcane 
crushing season cate in consultation with stakeholders Twc separate 
mo Mings '.vere held with growers and PSMA. The issue is of stockpiled 
sugar stocks which were not allowed for export due to metUcrency of 
Federal Government The growers have invested their money in seeds, 
pesticides and fertilizers to grow sugarcane crop If milts are not opened 
on lime it will be huge loss to the growers The PSMA v-kh reser.at oul- 
agreed to light up their boilers but crushing has not started I lie request 
of PSMA is submitted before the Cabinet to consider additional supper! n' 
Rs.O 3/kg for export of sugar m addition to Rs 10.7 support on co-share 
ratio 50:50 with Federal Government ff additional support is given to 
PSMA, i! will be in bust interest of public.add nrov.-u', 

3 7 T ha'Minister Mf industries apprised lb# Caurnut that Whenever support 
,n given lo PSMA. its tiffed# do nol tficXifir down to f&*B# *M 
nra teas! paid for mt mp *** i&UM# cash freight suppmt sh-.N h- 
given it it is ensured ihal <*rc*e:s are port! Rs 182/mu un:i of mi(inri:aru* 
The Minister for Food endowed me ptm\ and smd that wit issue r,tu>uM 
h- opemno of sugar mitts so that crushing season star hi on time File 
MrniMer for Agnate n tided that sugar cano from Punjab itr nM m 
[inciv.; ot Rs 1 KJ or Rs 170 per rnaunu in three a stucLs of Hukkur ' <!iotr.i 
and Kashmoro-Kanahkot 

3.i> The Honorabto Chief M-nisier, Sindh ;uAod Secretary Ftnaueu to gv^: 
Ins views on financial impact of me additional support So he given hi 
sugni mill owners for export of sugar 

3 9 The- Secretaiy Finance apprised iho Cabinet that if additions! . .l- n 
frtv-gm support of Rs 9.3fNg is imndated into money terms its fjnjs.ci.il 
imr-M would be huge The budget 2015-'■ 7 was pre&cni-J wilri deficit M 
Rs 13 lo Rs In billion If additional support is given on the export of eumr 
;■ will decrease Lne development budget's share in comm;; oket - fl /ear 
lr. case cabmei eserde to give this additional cast) f ouh. v-v,. / ig 
amount for additional support cf Rs5.3/kg will have to be spwn fmm 
outside cf the budge: 2016-’7 

3 10 The Minister for Heal in apprised ’.no Cabmot that the mok-mr ■■ 
senmis and this is the forum where ft shoujd be cctyed if rt i'enerted 
V * mills do net pay the r taxes and dude which meet to or ■ - ed L, 

Otpuly SccVsWy IC^tirEt i rU) 

EGAiCOepJhmr.. 

Govcmmw'-t o' 


- ■ . - i 1L. 
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concerned authorities and simultaneously they pay less to growers® 
compared to support price of Rs.182/maund. Before allowing addition* 
support to the sugar m l's an agreement or bend may be signed w.'fra 
HS'Vim that they will pay actual support price cf Rs.182/maunb to al\ 
growers, \ 

J.11 Minister for Local Government apprised the Cabinet that Sindh's 
economy is agricultural and it is worldwide global practice that agriculture 
sector is supported by governments with subsidies, support prices. 
Fertilizer industry is already given subsidies, the proposal of additional 
support for export of sugar is good because it will resolve the issue o: 

growers, * 

3,12 Decision: The Cabinet approved the additional cash freight support or 
Rs 9.3/kg of sugar in addition to its 50% share in the cash freight support 
of Rs, 10.7/Kg allowed by the Federal Government on the following 
criteria/ terms & conditions. 

a) The mil! is regular in discharge of its Road Cess and there am no 
outstanding dues rotated to Trading Corporation of Pakistan. 

b) The Agriculture department may reach an agreement with the Sindh 
Bank Limited arid deposit the full amount of cash freight support in 
SBL 

c) No mill shall claim a cash freight support of Rs,9,3/Kg for any Quantity 
greaterlhan 20,000 MT. 

d) The mill has got no over dues in the GIB Report issued by the State 
Bank of Pakistan as o: 31.10.2017 

e) Growers' liability for the season 2015-17 is cleared arid the Cane 
Commissioner has issued a NOC in (his regard. 

f) No Government of Sindh affiliated payment is outstanding against the 

mill. '* 


4. Agenda lterti-3:.Co(npensatfon for Project affected persons of T har Coat 
Prelect 

4.1 The honorable Chief Minister, Sindh mentioned that Energy 
Department has suggested that they need further analysis to improve 
their proposal; hence this agenda item may be deferred. 

4.2 Decision: _The Cabinet decided to defer agenda item no-3 

■'Compensation for Protect affected persons of Thar Coal Project' 1 . 


5. Ac end a ltom-4 ^ C onversion at SSGC loan int o Gr ant 

5.'. The Chief Secretary, Sindh asked Secretory Energy to brief the 
\ . Cabinet about agenda iiem-4 ,f Conversion of SSGC loan into Grant" 


Deputy SecreUrflcablnit&PMj 
£ G AS- C DepBfim&M 
G(m?rnrr,wrtDlSln[Jh 
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GOVERNMENT OF SINDH 
AGRICULTURE/SUPPLY & 
PRICES DEPARTMENT 




NOTIFICATION 

No;6(291)50(ExtO/2017 As oe: &c c-.M o 1 l c t Ravine d! CfltiJrrc; mealing 
d r Dscef^tifir 2017, thE Ag-iCU'tjrs Cecfistmu-:. Goven^nt o? - non & plucSeu to a. n ®’ J ^ lC “ 

dr additional cash f r eight supper, o' Rs/J.VTg $ $$P ai t * r SlJ 5 ar 5ddlt,Gl ■ 5 ™ r " n 

■*£ cash Freigm support of Rs 10.70/Kg allowec by the Government of ^akislan;. 

2 This adoOona'i cash freight suDjm =hell be given unccr t.nu 'Clio* . >9 Critcr ' u ' 
ccnO^prij' 

a) ' r nu k regular ip d'isch|6gc- o' nt flt^O Cess an: tnerc aic -o v^' 1 - 

related to Trading Corporation h , hft ti n dh. Bank Limited 

b) The Agriculture department, may roach an agreement w 

and deport the full amount of car. ^mht suoporl n th5fl 

0 no mill shall claim a cash m% mM ?*$ " r ' q ' 

20 ' M(J MT - , , ,,, hr oa-$rt issued by the State of 

0 ) tner mill has go: no aver duos m ClB r~^- 

Pab.r.tar. as of 31.1U ?t'l? .. Commisstenet lias 

, ft ) Growirs naOilHy for She sea-son K 1 fcr 1 5 aro U,_ W® & 

issueu a NOC '.r this regard- .. , he m \V 

0 No GerarMiert cf S^-dh aff&ted payment is ouU*rv- •« *S ■ - 

(SAJTD JAMAL AERO) 
Secretary to Govt, of Sindh 




Karachi, dated the 02-01-201 IS 


I. 

3: 


NC-,6(2 l Jl]50(Evt;l/20l7: ■ 

A ropy is forwarded to the follovvingi- 

! Tfift Principal Secretary to Governor Sindh, ■ -. 

m& Principal Secretary to Oh e- r.hmsaaj Sr'dh, itarec j. 

The Joint Sectary, hfnnsaYof Food Seemly & ^ Qownmn of 

Pakistan, 

n ■$** jj&it SfiC'etaiv. msgey of tatoifec& vc^nrw-! of Ra^Mn, Islamabad. 

ii The Sacnstsry to Government of SihOh._ . — -——■ 

(j. President, Sir.dn tenk Limiiflcl kaiach 
7. Tte Deputy Secretary ;5taF; lo One I Secretary Sndn 

c 6, The DefrVty Ccmifiisalone^ _—- 

[) TheD ifiKtor 1 hfcrmecLOrt Agrlc o' tu r = EfcLens icn, Hyde ta Dac 
13. 7£e Cq'mi CirirniSfiCr^: ^ir-dn Hv tiers ta£ To: st-c: compete 

11. The Section Officer [l eg is.*:■,:■■■.!, Department, Government of Sindh, Karachi, 

12. The Chairman, Pakistan S^n:.- N-lis ^HjbaLion rsind- &jne), Karachi. 

13. The Genere* Manage:__ Sugar Ki! 5 __ . * 




TAKY (TECH;) 


n for Agriculture (L Hrrr^ Go^T. iferccn:. 

Supply i Gove, of SmcJ-o r Karrich*. 


with CsinSca^ner 
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government or sindh 




... \ I).,., Iq7. ?- I, AURICULTliEtt, SUTPLY & HUCES 
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Karachi dated: October, 20J.l> 

S Sj^S / r 

SUMMARY For chief MINISTER SINDH 


st.lIS.)£JCT: fillA NT O !' ADDI TIONAL CASH niUJClIT S UJ’J'OR TON ExroH -riQF 

SUGAR, 

Tiic Secretariat of Chid" Minister Siridli lias forwarded a copy of letter of 

91 ' * 

Pakistan Sugar Mills Association (PSMA) Sindh Zone dated September 15, 2U1S wherein Ihe 

llonoactilile Chief Mi mater Sindh inis been requested for disbursal of funds to Sindh Bimk 

Limited foi onward payment to exporting sug:u mills regarding subsidy on export of sugat 

granted by Government of Sindh. The Honourable Chief Minister Sindh lias been plei^eu to 

tecord following minutes on the request of PSMA (Aniic.v-l): 

“For accessary action” 

V*' S<!/- 

Dalcdl9.09.2018 
Chief Minister Sindh 


J m During the crushing season 2010-17, Pakistan Sugar Mills Association (PSJvIA) 

iqv.i ranched federal Government fbr allowing them to export surplus sugar stocks and 
damiinkxl grmii of cash freight support ol" Rs„20/- per Kg due to low juices in Lutcjimliosuil 
lu'iilici. Tire sugar mills showed Vtlucirincc to jiurdiiise sugarcane from growers for the crushing 
mHiJiPfi 2017-1II due in availability oMitigc sugar slocks which were not exported due lo federal 
liuii tmuxjKiLi. 

Tjio llnomuiilc Coo rd in alien Committee {t!CC) of the Cabinet allowed 0.500 
inlllluii tons 11IH1 Liao ml 11 Inn tons exports on 1*1-09-2017 mid 22-12-2017 respectively i.c, 2.00 
mlllbt tmttl,. Old of till®. i|tnui(ily. the Shite 13 mik olTnkislim allocated a quota of! .700 million 
101111 rmd rtt'ili nolphi bti[i|imi d 1 )^. 10.7 A per kg cn export of sugar wus granted to be equally 

ithiUHri by Ictleml mnl provlirului governmems with, ftstcr-ultf.t, following conditions 
{Aliiiuk-II) J- 





ip 


The start of efuw cnislilng Ideal by 300i of November 2017 mid continuation thereafter. 

Rj f« 11 tho procnucmcnls of sugarcane as provided in the approved 
tyntllu^ns ecu unified In [lit Ij.CC de-c^ltm oi tSuled H-09-2C 1 ]7 


i * 


$csn.icd -.mAi C*n>Scanner 
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12 ) 


On llie request of PSMA Sindh Region, iht Hoiuuirahto Chief MidisLer Srm-J-i 
^,:!ulo z\ Idler lu federal fjovcriimcnJ lot grant of cash freight stipjnort of Us.20. jl - [^”r Rg- 
Jfowc^cr, the demand was no* acceded to. Mwnwhite [Jits sun;ir in-iils slwm'ft/ UjciV hi 

slxii: mills ulhenvijg on Uk pretax* that they had huge stocks avahnbJc uhkJj need to ec 
^parted They dunandeid addjljons! cash freight support of Rs.V.3/- per Kn, from oovo .'.u u •■■ 
ef Sindh. 

'i. The- provincial 'rabind cf Sindh deliberated the matter in its meeting llcUl Ul! 

(M-12-7017 (Amitx-IIl) and approved grant of additional caf.ii freight support, ot lib.9.30 l- 1 
Kg Ql , expert or sugar on the folia wing criteria. Resultant]* the Honourable Chief Minister 
SiniJl, allowed provision or additional financial support to sugar mills and release of .ml amount 
‘of Us,2.50 billion for payment to sugar mills through Sindh U.tfitk Limited, m addition m die 
.cash freight support, ofSU.10.70 f- per kg allowed by the Fcduitil Government :- 

: :■,) The mill is regular in discharge or its Road Cess mid t km arc no islanding, $m 

[-Hated to Trading Corporation of Pakistan. , . , 

b) The Agriculture department may reach an agreement will 1 the Sindh Rank Unit leu am 

deposit the full amount cf cash freight support in SUL. 
e) Ho mill shall claim a cash height support of Us,9A/kg for any tpiniUtly greater dam 

20,000 MT. * _ _ 

y) r ± niiU I ins got no ovur ihintf Isl Hie Cl] I l\c|Hjrt I'i^ucJ hy the Shite lii-UiR to Rikn«hin ;i> 

■ ' oT3 i. Ki.2017. 

t) Grower liabilily tor ihe Season 2010-17 b dL-nnto aiu! Lho Ciiiic ConiLiiir;riKiiu:r hnN 
tsailed a HGC in Uiis/cgnrd. 

No Government ofSmdli afhllalcd payment b oulstatiding iiyatost die mill. 

0 . 1'hc Government ofSimJli also devised n criteria tor I'nmt of ruJililiutml i’ir:li Ib'ipji! 

sn[i|K)it td the. sugar mills on expaii of augur which included payment of dues of p/mven; on 
uL'cmirn d j purely sc of sugarcane for the season 7.0I0-17. 

'!■ Finance Department, Government of Sindh had released un amount o! Us.S.JtJO 

bhLloii on account of additional cash freight support to the exporting sugar mills which were 
ilcipuiil'.cil in the Sindh Bank Limited for payment against the claims through Sindh Ban!:, 

p 1 iiC S ’ lllJh Bflslk Limited vide letter dated September 7, 2013 has furnished Mm Q j 

Olhlmft ^wived mid paid elope with mill wise details of outstanding claims according to which 
Mm 0t 857,150/- have been received ouL qf which Ks.2 T 49*J,826,050/- have been paid 

■ v^llhi tm UIHouid of Its, 1,624.031,100/- is to be paid against the remaining claims (AnneHV) 

Mu* Hurt III 111 It r Inftmrt tel as per amnga™* pnblb Mite® for trldhiontl card, rrao|„ 

. . "™ #***lire SMI, BWrk Unriuul, Therefore, #* 


|J AjH 
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(3} 



seeks eiuMi m:bl (Unions whs Hilt CitJvf rn 11 ioul of Si mill inlcntls to stop ; ? : i yj nu j 3 1 on account "I 
suJrJilionuL casl 1 . fiviiilu suppovt yi-iiilici-v.-bi:, so Hint limy cnii publish the some in the newspapers m 
:icoitl any financial da ini s/kisses to Ihe kink. 


ia* 

may kindly; 
*) 


lit vio\v of the above, it is piuposed lliti! (he I Ion ell ruble Ctliei MinisJn 


SiihIIj 


I 


b) 


Allow rclwusc of eul e, mount of its,!, m t 031,100/- from (he block allocution fur 
payment of claims asctreli freight support n^iust CK|uirl ofsu&nr 

t<; ok 

Issue necessary ostlers ns Uecjnol appropriate. 



■ m 

0 i 


S-oartfiGSl hv th Carrs&car.ner 
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GOVliKNiMWOFSlNtll] 
FINANCE J1TSPARTM1CNT 


'2 1UKV fQK cmEFAllNiSTr.R .SIN]Ml 

Ml: J1J V .C l :- G ] l A NT OF ADUnj ONAl- CASH FREIGI1 S UKFORT ON D*FOR'l 
OV S1JGAK _______ 

13: Ay a matter of fact there are two different heads under which Government ol 

MitidSi Imd provided subsidy fui -Ghgar experts in the last financial ye nr (fO 201 1 - \ K). 1 i l,l,L 1S - 
ItstS 
nu 
K 

but w cell Gu vc mi Tie i it of Sindh arid Government 

i-> ;niy upper export limit per sugar mill. 

* 

si is mentioned um subiklj «rK» 9.30 per KG nnno..nccd I'V 

■ finnticiai year i* i^h 
muxJ. 



Sindh 1ms already consumed Rs ZWO million iluriny Ihe last I 
Accunlinc hi Sindlt Rank Limited, UiisamouiU has been tally eonsu 

I y. As said above, Govmmmml uf I'nkbum provides an incentive el ^ 

KG m cxpwi W «')iar, to he 50:5(1 released to Suite 

bv Government of Sindh in the previous Duane,a! ye r t >1 / M ; 




liml ih 

Mli'iilU (Amu-MlW-V}. 


If' 


It i-, isilevimt io m point out 


ibui the uuist undid g amount of Us 3 ,.kh,, 2 i | l), J 0 _i/- 


Kiwirdp Stine Dank of Pakistan poses a upMkm oblivion to Governnmnt of Smdh 11 hU 
Imiilles \\m shall be substantial outstanding subsidy claims m r^PcGol ftg - ■ 

KU osh Wfcfcf SuppoU given byCiovcrninciU of Sindh, in tercet ol winch Rs 2...IIU■»»'('< 1 
g uhvuLly been consumed. The breakup of total claims W €■ ^ uI ’ ***** 

iLtiil Sindh Rank. is as under: 


Amounl claimed by tire SDR t ijol J : 
Amount cluiincd by Sindh Bank Limited: 
Tot nl fli non ill Line: 


iu 3 i 27.ci.200 i y t J3/- 
Ks l.ti 2-l.fJj l.lLW- 
Usd.S5lk2U2.t) < J3A 


|7, , The legal obligation al the Government of Sisid.li in respect of payment ol 

Lillishl v hi will'd a both these schemes is established as the S'Bl’ ( Goverimicm of Piikistan 
wliemi vm ffgrefflii 8t HCC level while the provincial scheme was approved by !»?*&**« 
(,'fti'lnel, The decision of £CC Jins also been approved I notified by provincial GablnuL 
(An ucxn fu-VJ) 

* 

|ji, InstiiiHly, Agriculture Department has demanded 143 . 1 , 024 , 031 . 1 ( 10 .- lur 

payment of ululini us Cash freight Support against export of sugar. 11 approved, the amount 
shill I have h> Lie given outside budget. 

i 1 

FV Humice Dc pint me nl [iicptrses. in view of fimitui^l constraints, dial in tu‘mu 


nyiiculture Uc|Ktnmcn'. i;i; y make a ccmnitme;.t Ural no other snh:.idh'. rh.stl h r 
v ight tor AgritulUiiv under any scheme i cufonji 


ii£a“ir.cd With CamS^flfin-er 
















1 i'' ■. ’ 'j r-". -i; wide .inking tlis: we unpaid : 

■ G'i’.crcm Cl SindU in, tcircet of am nio’.In-i.i- m 
tedm-tl yjcmw. , 

| „ , , ...... p 

-i Jl ‘- . lfL ‘ shrill i,:; r—rlL^tpate ir. ain Government oiTakhkui Kv**■ ■ 

■ ; ■ .-Jstrrries, t cost-^iai-isg schemes for agriculture sue ter. 

c) rigrtEiiJUirc partm std slialJ dr', ire rtt'-'dictiijm r. % that Gen j/runcjit m 
may 'gitdtrdly disengage from thecess of pise dctc.-itiiuaticn ter pmeur emrnt 
itt^FTsane by sues? “ijfs. f; i* fek th.:; the rcr: cause of ihtf puMesn (res |rl r " L 
twofClt! interventions by Go-Kronen' of SinJIi Agricukmy Department. «i*l} 
oil behalf of the ‘.uejiresne growers and secondly on hol.njr of tfm'.ir initt.s, ^ ^ 
fstlvimbic that sufcsr cane price may be determined by market to mo n.= m 11(: L ’' ' 
of Mil's: price and other cammedilfch, 

4 i : Ul ther, it ii observed that sugar or:i cf rts.t).50 per tinimd, biO 

Irjsv. AiiminiMraUve fJcp.irirr.enl may te adsi'-Cd ta rationale it *1 b 

lc;r,t nl par with that ofoiher pr lviircc" 


fj in puncipb, Quvcfitiitcni 


of sindh m "i' : »m 


curly results in substantially cheap** Wpf 
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No .7 (2)/2012-EXP Tfl 
GOVERNMENT OF PAKISTAN 
MINISTR Y OF COMMERCE & TEXTILE 

(COMMERCE DIVISION) 

***** 


COPY NO 


, ^6 

SECRET 


SUMMARY FOR THE ECO OF THE CABINET 



Subject: EXPORT OF SUGAR (CROP YEAR 2017-18) 

Export of sugar (except organic brown sugar) is banned under the Export Policy Order 
2016 to ensure adequate supply of sugar at reasonable price in the domestic market. However, 
the last few years have seen production of sugar in Pakistan surpass its consumption, which 
created surplus in the market. Hence, specified quantities of surplus sugar have been allowed for 
export during the last few years to provide liquidity to the sugar manufacturers enabling them to 
make payments to sugarcane growers in a timely mapner- 

2. In order to ascertain the quantum of sugar stocks available in the country, a meeting of 
the Sugar Advisory Board (SAB) was held on 11.09.2018. During the meeting it was pointed out 
that sugar production for 2017-18 was 6.617 MMT with a carryover stock of 0.541 MM f from 
2016 - 17 . The consumption of sugar till the end of October 2018 was expected to be 5.1% MMT. 
Hence, the suiplus stock of sugar is expected to 1.962 MMT. In view of the availability of 
surplus stocks of sugar. SAB recommended that after accounting foT two months’ consumption 
and retaining two-month reserve stocks, export of 1 (one) MMT of sugar may be allowed. 
Minutes of SAB are at Arm ex-I. 

3. In accordance with the directive of the Prime Minister No, 3S46/M/SFM/15 dated 
25-11-2015 a meeting of the Inter-Ministerial Committee was held on 17-09-2018 in the 
Ministry of Commerce (Annex-II). The Inter-Ministerial meeting endorsed the proposal of 
SAB for allowing export of 1 (one) MMT of sugar subject to the following conditions: 

i. No freight or financial support will be provided to millers/exporters by the 
Federal/Provineial governments; 

ii. The Inter-Ministerial Committee will meet fortnightly to review sugar stock, 
export and price situation; 


l 
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iii. In case of any abnormal increase in the domestic price of sugar, the Committee * 

would recommend to the ECC of the Cabinet for discontinuation of further 
exports; 

iv. The export quota will be implemented and monitored by the State Bank of 
Pakistan (SUP) on first come first served basis; 

v. Only those mills will be allowed to export who have cleared the outstanding dues 
of farmers for sugarcane crop 2017-18 and start crushing at full capacity by 
30.11.2018 as required under the Sugar Factories Control Act 1950, In case 
export quota is granted prior to 30 14 November 2018, the exporter/miiler shall 
give an undertaking that it shall commence crushing as required under the 
Sugar Factories Control Act 1950. 

vi. Exporters will ship their consignments within 60 days of quota allocation by the 
$BP. In case of non-shipment within the said period, a non-perform a nee penalty 
of 15% will be imposed on the respective miller. 

4. Since all the relevant Ministries/Divisions were part of the Inter-Ministerial meeting, 
their views have been made part of the recommendations. 

5. The recommendations of Inter-Ministerial Committee at para-3 of the summary are 
submitted for consideration/approval of the ECC pf the Cabinet 

6. Advisor on Commerce, Textile, Industries & Production and Investment has seen and 
authorized the submission of the summary to the ECC of the Cabinet. 


Islamabad. 28 September. 2Q18 


{Mohammad Younus Dagha) 

Secretary 
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Government of Pakistan 

Ministry of Industries & Production 
****** 


J. 

Uvcti 


No: 1(6)2018-CA 


Islamabad, the September 14, 2018 


OFFICE MEMORANDUM 

Subject: MINUTES OF THE MEETING OF SUGAR ADVISORY BOARD fSABt 

HELD ON SEPTEMBER 11. 2018 


The undersigned is directed to enclose herewith a copy of minutes of 
the meeting of Sugar Advisory Board (SAB) held on September 11 th , 2018 at 14:30 
hrs In the committee room of Ministry of Industries and Production for information 
and necessary action, 


Enel; As Above 


(Muhammati Yasir Iqbal) 
Cost Accounts Officer 
Tele: 051-9204720 
x Email:caoministry@gmail.com 

Distribution: 

1. The Secretary, Finance Division, Islamabad, 

2. The Secretary, M/o Commerce, Islamabad. 

3. The Secretary, M/o National Food Security & Research, Islamabad. 

4. The Governor, State Bank of Pakistan, Karachi. 

5. The Chairman, Federal Board of Revenue, Islamabad. 

6. The Secretaries, Food Department, Government of Punjab. 

7. The Secretary, Agriculture Department, Government of Sindh. 

8. The Secretaries, Industries Department, Government of the Punjab, KP. 

9. The Cane Commissioners, Punjab, Sindh and KP. 

10. The Chairman, Pakistan Sugar Mills Association (PSMA), Islamabad. 

11. The President, Kiss an Board Pakistan, Lahore. 

Cc. 

i. PSO to Minister for Industries & Production, Islamabad. 

II. PS to Secretary, Mol&P, Islamabad. 

III. PS to Additional Secretary-ll, Mol&P, Islamabad. 

IV. APS to Joint Secretary (PSD), Mol&P, Islamabad. 
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Government of Pakistan 
Ministry of Industries & Production 
^ - <><><> 


Subject: MINUTES OF THE SUGAR ADVISORY BOARD fSABt MEETING HELD ON 

SEPTEMBER 11.2017. 




On the request of Commerce Division, a meeting of the Sugar Advisory Board 
(SAB) was held on September 11,2018 at 14:30 hns under the Chairmanship of Secretary, 
Industries & Production on behalf of the Chairman of the Board, in the Committee Room of 
MolP with the agenda proposed by the Commerce Division he. to review overall availability 
and stock position of sugar and to workout exportable surplus, if any. List of participants is 
at Annex-A. 


2 . The meeting started with recitation from the Holy Quran. The Chair welcomed 

the participants and apprised them of the context. The Chair invited chairman, Pakistan 
Sugar Mills Association (PSMA), to present his point of view. The chairman, PSMA, apprised 
the Board about the production of 6,617 MMT sugar during the recent crushing season in the 
country with the net excess of about 2,00 MMT. He further informed that the Federal Board 
of Revenue (FBR) has fixed Sales Tax on assessable value @ Rs.6/- per kg on registered 
and Rs.8/- on non-registered companies. After briefly explaining the history, he finally 
requested to kindly solve the three main issues of the Industry, (i) PSMA requested that 
sugar may be excluded from Schedule 1 of Export Policy Order, (il) PSMA requested that 
outstanding rebate must be released to them for smooth payment to the growers. (Ill) The 
surplus stocks to be allowed for export as soon as possible. 

3- The Chair appreciated and acknowledged the role of the sugar industry in 

national economy which has contributed significantly in the growth achieved during previous 
years. The Chair then invited views of Government Representatives. 

4. The Representative of Commerce Division explained that they approached 

the Cabinet for excluding sugar from Schedule 1 of Export Policy Order. Cabinet Division 
approved the summary however, Ministry of Law and Justice stated that it was the Iasi few 
days of the Government when this decision took place, therefore, it is better that case may 
be reconsidered by the new Government, afresh. The Chair directed the representative of 
commerce to pursue the matter on priority basis. 

5- The Secretary, Ministry of National Food Security and Research explained 

that due to water shortage we see low production of sugarcane in upcoming crushing 
season. 



314 







- 2 - 



6. The Chair enquired about the production data from the provincial 

representatives. The following figures were calculated with consensus after considering total 
production of ail the Sugar Mills of Punjab, Sindh and Khyber Pukhtunkhawa. The 
Representative of Sindh did not participate In the meeting and the SAB forum considered the 
production of Sindh as per their fortnightly report: 


Total Production 


Q if in Million Tons 


Total Production 
{by the end of current crushing 
season November £017- AprlllG) 

Provinces 

Punjab 

3.865 

Sindh 

2.281 

Khyber Pukhlunkhwa 
(0.428+0.040)* 

0.470 

Total Production: 

6-617 

Carry over stocks (2016*17) 


0.541 

Total Availability 


7.1S8 

Total Con sumption 

(10 Months @ 0.433) 

(4.330) 

Present Stocks In hand 

Total Availability-Total Consumption 

2.828 

Expected Consumption for 2 
months (September & October 
20181 Of 2017-18 

(2 months @0.433) 

0.866 

Gross Stocks 

Present Stocks In hand "Expected 
Consumption for 2 months 

1.962 

Strategic Reserves 

(2 Months 13)0.433) 

0.666 

Net Excess Difference 1 

(Gross stocks -Strategic Reserves) 

1.096 


‘Overallproduction + expected beat sugar 


I 

6. The Representative of Finance informed that the projections of next year crushing 

may he analyzed to check the available exportable stocks. The chair again inquired about 
the future estimated production form provincial representatives. However, Representative of 
Punjab and Khyber Pakhtunkhwa stated that the estimated production in their provinces Is 
expected the same as last year. 


7. After consulting all stakeholders, it was concluded unanimously by the Board 

that total surplus sugar by the end of season will be 1.962 MIUIT; therefore, after deducting 
Strategic reserves of two (D2) months i.e 0.666 MIUIT, we may be left with Net Surplus of 
1.096 MMT, therefore it wili be safe to recommend export of 1.00 MMT without making it 
time-bound and it can be reviewed by the Monitoring Committee. The Board aiso 
recommended a Monitoring Committee to ensure the availability of sugar in the country on 
monthly basis. This committee will be headed by Joint Secretary (PSD) and representatives 
will include from National Food Security and Research, Commerce, Finance, PSMA and 
Provincial Cane Commissioners. 


3- The meeting ended with a vote of lhanks to and from the Chair. 


#2-f 
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“Annex-A" 


U'i7t 


LIST OF PARTICIPANTS OF THE SUGAR ADVISORY BOARD fSABl MEETING HELD 

ON SEPTEMBER 11. 201B 

1. Mr, Khalid Masood Chaudhary, Secretary, Mol&P. Jn Chair, 

2. Or Muhammad Hashim Popalzai, Secretary, MNFS&R 

3. Mr. Iftikhar Ali Shallwani, Additional Secretary-!!, Mol&P. 

4. Mr. Ghulam Dastgir BaJoch, Join Secretary, Mol&P. 

5. Mr. Usman Qureshi, Joint Secretary. Commerce Division, 

6. Mr. Moeen Afzal Ali, Secretary (Export Policy), F.B.R. 

7. Mr. Abdul hameed Bafooh. Deputy Secretary (Reg), Mol&P. 

8. Mr. Imtlaz Ali Gopang, Food Security Commissioner, M/o NFS&R. 

9. Dr, Imran ullah Khan, Deputy Secretary (CR-1), Finance Division. 

10. Mr. Shakeel Ahmed, Cost Accountant, Mol&P. 

11. Mr, Muhammad Yasir Iqbal, Cost Accounts Officer, Mo!P. 

12. Ms. Naila Mahboob, DD, State Bank of Pakistan. 

13. Abdul Ghani, SJD, State Bark of Pakistan 

14. Mr. Muhammad Saleem Hussain, D. G, Industries Department, Punjab. 

15. Mr. Wajicf Ali, Cane Commissioner, Punjab. 

16. Mr Sibte Hassan Sherazi, Asstt Cane Commissioner, Punjab. 

17. Mr. Muhammad Shakeel, Cane Commissioner, KP. 

18. Mr. Javed Kayani, Chairman, PSMA 

19. Mr. Iskander Khan, Sr, Vice Chairman, PSMA 

20. Mr. Abdul Qadar Khattak, Chairman, KP, PSMA 

21. Ch, Zaka Ashraf, PSMA 

22. Mr. As!am Faruque, PSMA, Sindh Zone, 

23. Mr. Ahmed E. Hasham, PSMA, Sindh Zone. 

24. Mr. Ahsan Latif, PSMA, Punjab Zone. 

25. Mr. Nauman Khan, PSMA, Punjab Zone. 

26. Muhammad Waheed Ch. PSMA 
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, Annex-II 

GOVERNMENT OF PAKISTAN 
MINISTRY OF COMMERCE AND TEXTILE 

(COMMERCE DIVISION) 

***** 

Minutes of the Inter-Ministerial Committee Meeting on export of Sugar 

A meeting of (he Inter-Ministerial Committee constituted by the Prime Minister vide 
directive No. 3546/M/SPM/15 dated 25-11-2015 was held in the Committee Room of Ministry 
of Commerce on 17-09-201B at 2:00 P.M. The Advisor to Prime Minister for Commerce, 
Textile, Industry and Investment chaired the meeting. Hie list of participants is at Annex-A. 

i 

2. The Chair welcomed the participants and after a brief introduction, the deliberations 
started. Secretary Commerce briefed the participants that export of sugar except organic bro wn 
sugar is banned under the Export Policy Order 2016, to ensure reasonable price of sugar in the 
local market. However, the last few years have seen production of sugar in Pakistan outstrip its 
consumption, which created surplus in the market. Hence, a specified quantity of surplus sugar 
has been allowed for export during the last few years to provide liquidity to the sugar 
manufacturers so that they are able to make payments to sugarcane growers in a timely manner. 

3. Hie Secretary, Ministry of Industries and Production informed the participants that a 
meeting of Sugar Advisory Board (SAB) was held on 11 th September 2018 and it was 
unanimously agreed to recommend export of the 1.00 MMT of sugar keeping in view sufficient 
availability of sugar in the country. The relevant figures presented to the SAB are as under: 

Qty in Million Tons 


Total Production 

(by the end of current crushing 
season November 2017- April 18) 

Provinces 

Punjab 

3.865 

Sindh 

2.281 

Khyber Pukhtunkhwa 
(0.429+0.040)+ 

0.470 

Total Production: 

6.617 

Carry over stocks (2016-17) 


0.541 

Total Availability 


7.158 

Total Consumption 

(10 Months @ 0.433) 

(4.330) 

Page-l-ef4- 
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Present Stocks in hand 

Total A vaHahility-Total Consumption 

2.828 

Expected Consumption for 2 

(2 months @0.433) 

0.866 

months (September & October 



20IS) of 2017-18 



Gross Stocks 

Present Stocks in hand-Expected 

1.962 


Consumption for 2 months 


Strategic Reserves 

(2 Months @0.433) 

0.866 

Net Excess Difference 

(Gross stocks Strategic Reserves) 

1.096 


4. The Joint Secretary, Ministry of Industries informed that it has been proposed to keep 
two-month reserve stocks to ensure lhat sufficient sugar is available in the market. Previously, 
the practice was to keep 45 days strategic reserves stock. It was also pointed out that availability 
of sufficient stock is ensured for domestic consumption during the holy month of Ramzan every 
year while allowing such export. As the next Ramzan fells in May 2019, which is soon after the 
end of crushing season, sufficient stocks would be available at that time. 

5. The Joint Secretory, Ministry of Commerce informed (he participants that prices of sugar 
in domestic market have been witnessing a declining trend. According to PBS data average sugar 
price in domestic market was Rs. 55.06/kg as of 6^ September, 2018. Yearly price average of 
sugar in FY 2017-18 was Rs. 53.70/kg as opposed to Rs. 64,99/kg in FY 2016-17, All the 
participants were of the view that in case permission is granted to export sugar, price of sugar 
needs to he monitored to check any abnormal increase in price in the local market. 

6. The representative of the Ministry of Finance said lhat since no subsidy is being given, 
therefore, they have no objection to export LOO MMT of sugar as per standard terms and 
conditions. The representative of Ministry of National Food Security and Research said that 
export be allowed only to those sugar mills who had paid all their outstanding dues to the 
fanners and start their crushing season as required under the Sugar Factories Control Act 1950. 

7. The Secretary Commerce suggested that the 1MM under Ministry of Commerce may 
review/monitor the overall situation about export of sugar fortnightly on the basis of 
recommendations of monitoring committee of MolP us proposed in the said meeting of SAB 
regularly during the crushing season. The committee would also monitor the price of sugar in the 
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local market and in case of an abnormal increase in price in the local market, it would 
recommend discontinuation of further export of sugar, 

8. All (he participants endorsed the proposal to export 1.00 MMT of sugar subject to 
following conditions; 

i. No freight or financial support will be provided to millers/exporters by the 
Federal/Provincial governments; 

ii. The Inter-Ministerial Committee will meet fortnightly to review sugar stock, export 
and price situation; 

iii. In case of any abnormal increase in the domestic price of sugar, the Committee would 
recommend to the ECC of the Cabinet for discontinuation of further exports; 

iv. The export quota will be implemented and monitored by the Slate Bank of Pakistan 
(SBP) on first come first serve basis; 

v. Only those mills will be allowed to export who have cleared the outstanding dues of 
farmers for sugarcane crop 2017-18 and start crushing at full capacity by 30.11.2018 
as required under the Sugar Factories Control Act 1950. In case export is affected 
prior to 30 [f| November 2018, the exporter/millcr shall give an undertaking that it shall 
commence crushing as required under the Sugar Factories Control Act 1950. 

vi. Exporters will ship their consignments within 60 days of quota allocation by the SBP. 
In case of non-shipment within the said period, a non-performance penalty of 15% 
will be imposed on die respective miller in line with the ECC’s decision in Case No, 
ECC-96/19/2017 dated 14* September, 2017. 

i 

7. The meeting ended with a vote of thanks to and from the Chair* 

***** 
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Annex-A 


LIST OF PARTICIPANTS 

EXTORT OF SUGAR MEETING HELD ON 17.D9.201S 


S.No. 

Name 

Designation 

l Organization 

1 . 

Mr. Abdul Razak Dawood 

i 

Advisor for Commerce, 
Textile, Industry and 
Investment 

In-dtair 

Ministry of 

Commerce and 

Textile 

2. 

Mr. Mohammad Younus 
i Dagha 

Secretary 

Commerce Division 

3. 

Mr. Khalid Masood 
Chaudhary 

Secretary 

Ministry of 

Industries and 
Production 

4. 

Mr. Muhammad Usman 
Qureshi 

joint Secretary/EXIM 

Commerce 

5. 

Mr. Ghulam Dastgir Khan 
Baloch 

Joint Secretary 

Ministries of 

Industries and 
Production 

6. 

Mr. Imtiaz All Gopang 

Food Security 
Commissioner 

Ministry of National 
Food Security and 
Research 

7. 

Dr. Imran Ullah Khan 

Deputy Secretary (CF) 

Ministry of Finance 

8. 

Mr. Atif Aziz 

Deputy 

Secretary/EXIM Wing 

Ministry of 

Commerce 

9. 

Mr. Muhammad Asad 

Section 

Officer / Exports-III 

Ministry of 

Commerce 
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SECRET 
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Case NoJECC-Qfin 9/2M1i 
Dated: 2“ October, 2018 
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Tta Economic Coordination Committee of the Cabinet considered the sumnuuy dated 
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win be Imposed on the respective miller ’ “ non -P“ f °™™« penalty of IS"/. 

VIH. sugar "till ^exporters who are defaulter of banks will not he allowed to export ^ 

U. The ECC directed FBR to submit a report on htx evasion being made by the sugary 
industry to the ECC in its next meeting. W 


** + 


'■■nr 

(j- ■■* 



r^e'ft'sV/ ■ i f, 


321 

























f 



No .7 (2V2012-EXP-GI 
GOVERNMENT OF PAKISTAN 
MINISTRY OF COMMERCE & TEXTILE 
(COMMERCE DIVISION) 


***** 


COFYNO^? 

SECRET 


SUMMARY FOR THE ECC OF THE CABINET 


SUBJECT: RESOLUTION OF ISSUES CONFRONTING THE SUGAR INDUSTRY 

Minister of National Food Security and Research and Advisor to the Prune 
Minister on Commerce, Industry, Textile and Investment held meetings with the representatives of 
Pakistan Sugar Mills Association and representative of Kissan Ittehad on 28.11,2018 and 
29-11.2018 to resolve the issues facing the sugar industry so that sugar mills start their production 
at their earliest. During the meeting the representatives of PSMA presented the following demands: 

i. Conditions for export of one million tons of sugar bo relaxed. Moreover, exporters 
may also be allowed to sell additional one million tons of sitgar in the local market 
without payment of sales tax on the pattern previously notified under FBR’s SRO 
77{T)/2Q13 dated 7.02.2013. Furthermore, the export quota of sugar may be 
enhanced by 0.1 MMT- 

it. TCP may be directed to procure 250,000 tons of sugar from the sugar millers; 

iiL Federal Government to immediately release Rs 2 billion of outstanding subsidy 
claims to the SBF. The remaining payments may also be released by the end of 
December, 

iv. FBR may charge sales tax on sugar at the prevailing ex-mill price instead of 
charging at a price of Rs 60. 


Annexure-11 

\ 



2. It may be pointed out that in the previous year freight support on export of sugar 

was given on sliding scale based on (he differentia] between the domestic cost of production of 

sugar, which was provided by the Ministry of industries and Production, and the International price 

+ 

of sugar. The calculations submitted by the Ministry of Industries and Production on the pattern of 
freight support provided during the last year, when 2 MMT of sugar was exported, show that 
provision of freight support is not justified. The calculations are at Annex-1* The proposal of the 
sugar industry to sell additional one million tons of sugar in the local market without payment of 
sales tax on the pattern previously notified under FBR's SRO 77Q/2013 dated 7.02.2013 would 
tantamount to payment of a fixed subsidy of around Rs. 6.60/kg on export of sugar. Moreover, 
ECC of (he Cabinet in its decision dated 28,11.2017 on freight support for export of sugar had 
inter-alia decided that the Federal Government shall not provide any freight support after crushing 
season 2017-18 (Annex-G). As regards procurement of sugar by TCP* it may be mentioned that 
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similar decision was made by BCC/Cabinet last year on die demand of sugar millers, which did not 
materialize. The requests for payment of outstanding claims and charging of sales tax at prevailing 
ex-mill price may be considered. 


3. In view of the above discussion, the Advisor oh Commerce, industries, Textile and 

Investment has proposed die following recommendations: 

i. 'Hie condition that sugar mills would start crushing at full capacity by 15* 1 * 
November, 2018 to be eligible for export of sugar as approved by the Cabinet may 
be waived; 

ii. In case freight support is decided to be provided on export of sugar, the decision of 
ECC dated 28.11 -2.017 ratified by the Cabinet on not providing freight support on 
export of sugar by the Federal Government will have to be reviewed; 

iii. Freight support in the form of exemption from payment of sales tax on domestic 
sale: of additional one million tons of sugar on export of one milli on tons of sugar 
during 2018-19 on the pattern of SRO 77(I)/2Q13 dated 7.02.2013 may be allowed. 
Secretary Commerce Division does not agree with the proposal of granting waiver 
from sales tax on domestic sale of additional one million tons of sugar. Instead the 
Provinces may be asked to pay freight support as sugar policy is their domain and 
also as different rates of sugarcane procurement and cost of production prevail in 
different areas; 

iv. Export quota of sugar may be enhanced by 0.1 MMT, which would not be entitled 
to any freight support or tax waiver; 

v. Procurement by TCP was a non-starter last year and hence may be avoided; 

v|. Fuun« Division may be directed to immediately release Rs 2 billion of the 
outst a nding freight support claims, whereas the remaining amount may be released 
by the end of December 2018. The Provincial Governments of Puqjab and R fadh 
may be asked to release outstanding amounts of freight support on export of sugar 
during 2017-18 immediately; 

vii, FBR may be directed to charge sales tax on domestic sale of sugar at the prevailing 
ex-mill price instead of charging at a fixed price of Rs 60/kg. Moreover, the base 
rate may be reviewed on a monthly basis from January 2019, 

4- The recommendations at para-3 of the summary are submitted for 
consideration/approval of the ECC of the Cabinet. 

5- Advisor on Commerce, Textile, Industries and Investment has seen and approved 
the summary. 

6, Prime Minister/Mmfrwsr in Charge for Commerce has seen and approved 

submission of summary to the ECC of the Cabinet. 


Islamabai 


i 


member. 2018 . 


(Mohammad You a us Dagha) 

Secretary 
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No. 1(6)/2016*CA 


Sovemmenf of Pakistan 
Ministry of Industries & Production 


A 


yV/Yky-J 


Islamabad, the November29,2018 


OFFICE ME MOR/mifyM 


UBJECT: 
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xaajsmwG season 


Average Sugar Recovery tta f p. 


Avtngc WoUmaR^-cavery %ay 


Factors 


SjJq P-riw of aw>M»a.Md B*bmm Rj./kg (?+i) 


FKct of Saeir CftjtUy Material Cost) 


5»h ofWoU»g & Btfjw <436% • 4«ki ^1.74/1$) 


Wet Curt i>f raw gutcriaj 


Fre^kt 


fwttdifcMti tlhtr vretkcidi 


TstiJ Cist of Raw uttrUI 


Cwtof rwirfcMterial|twlegaf»^M- (9.46% ‘40k* ^ 3 JWkj) 


Total man a facta ring cast without Tax 


Internation al Prices of Sugar (London Board) 

'■'myii -»-J 1 T—i,-- ■ i* _ _I n > l _ _ 


Price of International Sugar (As on 28-November 2018) $ 349/T in PKR 
46,76/kg _ 

&Piffe^Hal Bj^JntematkinaiPricejn d PomeattciCktetof.PtoduSw T 
k 20 ^ fn ‘rc^™* 6003 * C™**™ coat la 369} / T and PK 


R^ftAlto i^maaonat Costlhan coat la 369} / T and PKR~ 

EvwirttematoMl ^ and Dooms*: Go* at Production"^ 


RraJ 


1 

Punjab 
KotW*dPriceof 
SufltltMRW 
R*(t8O)t4Ok0 


9 . 96 % 


4J6% 


to/kfl 


Amount (fti) 


IWtOfcg 


(17.44J/40 kg 


132 ^ 40*3 


R*. 200 


164.56/40 kg 


41.34/kg 


7,7/kg 


49.04 


44.76 


( 2.231 


43.44 


0.4 


Punjab 
Actual Paymant 
otSogarcane 
paW by lulls 
taflWHWtg 
(2017-1SJ 


fcttX 


4.36% 


IWkg 


Sindh 
Price of 
Sugwcan* Am 
Ordarby Sindh 
HtgfiCourt 
R»(160)/40kg 


9,&6% 


4.36% 


Amount St»l 


1W4Wg 


(17.44)/40kg 


132,66/40kg 


Ra. 2.00 


134.S6/40kg 


33.80/kg 


fOflcg 


Amount (Ral 


160 / 40 kg 


(17.441/40*9 


14256/40 fcg 


Rs. 2.00 


14456/ 40kg 


36.32/ kg 


| 


7.7/kg 


41.60 


46.76 


444)2 


- 5.25 


40.44 


7.54 


46.76 




- 2.73 


49 M 


5.42 


I 


Sindh 

Actual 

Paymarrt paid 
by MIN* 
R»(l40J/40fcg 
(2017-16; 


0-06% 


456* 

10/kg 


Amount (Ral 


140/40kg 


(17.44)/40fcg 


122.56/40fcg 


Rs. 2.00 


124.56/ 40kg 


3120/kg 


7.7/kg 


36 5S 


46.76 


- 7.76 


49.44 


-1245r 


,./ 
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Case No.ECC-143/29/ZOlS RESOLUTION Of ISSUES CONFRONTING THE SUGAR 

Oated: 4 lh December, 2Q1B INDUSTRY 

DECISION 

The Economic Coordination Committee fECC) of the Cabinet considered the summer, 
dated 3 rt December, 2018, submitted by the Commerce Division regarding Resolution of 
issues confronting the Sugar Industry and approved the proposals at para-3 (i) & (M of 
the summary. 

li. The ECC underscored the importance of providing reilsf to the farmers V 
ensuing start of crushing by sugar mills at the earliest. The ECC decided that since h 
entire Issue of freight support arose due to varying procurement prices of sugarcane 
fixed by the Provincial Governments, therefore, the freight support may be 
determmed/pald by the respective Provincial Governments, if deemed appropriate. 

Iff. The ECC directed Finance Division to release Rs.2,00 billion for payment of 
outstanding claims of freight support for sugar export, being federal share. 
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OTE FOR SECRETARY TO CHlE 
MINISTER PUNJAB 


Sub let U- MT MJTE-S 
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HliMlTtiS OF MEETING TO REVIEW ISSUES OF FARMERS M* u 
& UOAH "INDUSTRY HELD ON 00-1Z-3 P 1Q UHPEB TH E 

CHAIRMAKSHiPOr CHIEF Pill MISTER, PUNJAB 


Rc'jIddO mlnuloo of iho meoifng appended ai Annos-B arc? 

hiiprovmt 


Furilior nocesGary action may bo taken according!/. 



PrlnclpafSoc/oiary io Ciiief Minister 
Punjab 
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MINUTES OF ME E TlHC TO REVTM iqfiUEn 

IfiUUS try JTELD OJ f_0 C t, 12.2018_UTf PER TJT £ . .CJIA _u..—- — f — 
CHIEF MINISTER PI II fJ ATI 

A incL’lirc, lu review baucri of 0llC-' lr seeinrnnrl 
U* or Die Chief Mmit.ee, PUnjel. on 6-" Owember »»« 

i n;0i: gfli in the ccmmlllfc ream nf Lliscf Mfrlislci i 
9 Tlta mcclJjsr, started tvflh .1 rerltnlion fmm the Holy Qvtflfi. 

5 Minister for Pood .ppriicd .he thrfr of *c ^ 

apj) H«d th*( CovernmnU if ai! [ ° crt6urtf Sfnooih wndlItt 
rn) to. TO this end, nil stakeholder* i.c., fanner: ^ FSM * wCrC 
engaged'and on board. Ifc further apprised O 1.1 m* «-* P**«* 
demands beretc ihd Cabinet Committee which include P :, >" lCfl1 
provincial 'hare of pending expert retailw <hal [ ” c C|licf M, ‘ flEsl " 
pj t1 rr.j l3 approve. Cfiicf Minister u-i, also p!rn«*J 10 s«k Intcrvenm-fl nf 
th - FcdrrnJ Government on relevant i*U™ by wrilH»C n domJ oJficinJ I^Lc: 
Sduressed to the Fedend Finance Mirth ter. He apprise 0*1 HCC wh.fe 
cnolderine demands of l*SMA nlfaired **P° rt af 11 MMT 

reportedly burden of subsidy, an demanded Hr «*«■ h» «*>'’*) «n W 

tJ l 2 Provincial Gcivr-rn rnc-n£^. 

& Mincer for Agriculture apprised Uuu ashing must commence 
rttrly as it would benefit both powers end tnilh ansi <o addrees lF omni: 
eoncerns of tlw former a, lie rise apprised that during nation* with .1 
praup of formers nsr soda lion atafling pro 1 rat at Tlioknr rifA* Bt)fr r,!V ' 
d ca .nnrfa of cancelation ofFJlK ovcrb-llinfi by DISCO* and highhandedne*. 

L-V over lemirc officio I* „f energy distribution companies mny kindly l« 

considered. He urped Die Chair to Implement decision of ECC for 'lie ( i:ne 
being vt. resolve issue of start of enrobing and 1 the matter insty subscflwenily 
t; t.ibcn up \ritii ll:u Federal CowntweiH nl appropriate stmc 
S ftsiiiatEcnnJ Chief Secretary Jlftartch an n <pitty ff<J m ^ !e Cliolr. 
npprisrd Mini criminal cores against rcprcacnuitivcs c!" fanner.. n ■> ■ -* ■■' ■' - 
can Lf nrvtjilriJ, 

6. Srcrctfiry Fn tie J nppri;sriJ NmL nlrraJy Chief blifllzlcr M:iK . .- 

npproFtd payirtcrvl of aircnra ci expert sul?5i F Jj‘ on Efuij^r £^> rt3 ' 1C ^ 
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fir 7. hi mum Vi fatfftoto Wfrtrar* pspnexn *«**»»** «cm a‘ m 
Miiwri ■ tftr/f tJio recrni ECC <l'd>xiw stgfcwfosS ^ypoet 

r ” ltn ff sy br.irty ift f&4. O/tf}'£ cnaAfffs a <w! off f&e. 7.35ft friSfotf -ir: 

mml (/, I..,' Ml/iT or fmntt on nspis; rrf r/i MfiffL Sfr*« Passfs* 

UfnteHy pjnia « rib/iFt? tff 6 f /'4 fj> tr/taj ^J^yy-^wri^ fhr. ccnz &&XSi 

to f In, filTlf^n it A MMTI liisi fc>* hit&i -- ®3C&*s 

pSWsC# pfl fill** lOTtfro lEflbfliiJy post tfc* &«»*»«« ;s 

prpJilJw on CJrptrrl 47? frnptr.. fVfr^riirjffj 1 ; Fe-di-f^T w&sk* 

ppb^jJv v*i£b Pf$*$npei? on fiO-fttO h- J jv; tfif® 'ims n.<A ts *s% 
need to yp titlv- ntWfe 1 v*i#s rfi" Fcbie^J 

7. Sarcftrtary Fin^ricb apprised that zddr&xizi vxxfid 

. umuuK ta Tto d IP 5 irmon find dmlt*wW c®* 

A. Afwr cuffed ddt^tonn, t&* frying,dcdsSww we**ns^ ^ ^ 

i.i Pijwwnt of wybeidy te tbc ^yfjg /fef5jS<£ » 

5,35 per fefc 9b -33 ^pprcr/ecJ_F^^v ^ TSsc 

provincial frhfjre for ezpsrft of ^5^"' £*. SJjp »^Bs 

gtmnliiy for wind) me svbvd? to* - ^ ** ag^rS by ^ 

«ot c?«4d B2tt die t-crteJexports!S JJ=^b^ «=» ^ 

£CC* Further, the nutter sfeU <;e *j*i jinal rSeds^ life 

PUmuic- «* Dcvdap^ni SStesL* rf err^ bF 

(lie fiUJS^r J3ijf3 fo ine i r aurrrr^:^ £C£? 

u „ u, c matter of.atoMr » ha ™* «" “ " 

the decision io received in miuns- _ 

of Panfeb Gtiv&rrmicni, wr ic^mucp y, 

hi^iljghieii by aModations. 

Mdi^J CWer.SccmW " 

revieinng FIRseiptost represKiwuvci of gr^cra 

'*■ i •■ * J ^-. f pi i f i i'sf T C ■-. 


fflj 


/tT P /il^f-lJJf ^ ri ftir r ^ d - _iu.^y1 P--n^_lT^ 

iv.} Food Depart enr; PMafon^l ajaisst illc^ 

obficrvrmce of notified pricey correct ueigm - 

v/djgb u^Jcji/ karuian 

9. T1 1C Chab desired to have a fol^ up mccunz ^ ^ ^ 

padicuiorly ijuyyrr jpJJJtf ta apprise and reiterate w 

Cl ovcttj moot to protect rfllhte of/nrintTSf. - 

’the martinf* ended vdtii a vote of thanks la and trvm 
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XlJf^ MG NS PI- MESSEN GER 



No.SQ(CAB-Il) 1 -6/20 ,l.y 

GOVERNMENT OP THE PUNJAB 
SERVICES Cr GENERAL ADMINISTRATION 
DEPARTMENT 

(Cabil let Wing) 

Dated Lahore, lire 4 Ui January/ 2059 


To 


35 -.,..,. 
tyjfc . 

' s 

■ _j 


. L 


1 . The Arirlitig.ftni Chief Secretary, Punjab. 

2. 'Hie A.diJIUunal Chief Secretary (Energy), PunjaL t 

3. The Secret^ryj Govt, of the P u nja b, In 1 y^tion Dcparhnoi it, 

-1. The Secretary, Govt, or the Punjab, Finance Department. 

5. The Secretary, Govt, or the Punjab, Industries Department. 

6. Tbc Secretary, Govt, of the Punjab, Lb.DO Department. 

7. The Scantary f Govt, of lhe Punjab, PW&F Department, 

0. T5 ;e Se'cre La ry, Govt, of i I ic Puhj a 1 1 , SH & M E LJ epa rlment. 

9 . T he Secretary, Govt. f’F llie Punjab, Social Welfare Department. 

H 1 ,. The Secretary, Govt, of the Punjab, LG&.CD Department, 

11. Tl :o Sea otar/, Govt, of the Punjab, School Educotloc i Pep nr Lment. 

__i lie Secretary, Govt, of the Punjab, Food Department. 

13. The Additional Chief Secretary (Home), Home Department. 

Subject: MI NUTES 1 DECISI ONS OF HI E G ' 1 ' mO VINCI/U._CADINET 

MEE TING FIE L D ON Z9 1 " DECE MBER. 2010 AT 1Q:3U A.H- 

IN THE C ONFER ENC E HA LL._IS L A HI A U NIVERSITY 

DAI fAWATPUR FOLD CAMPUS). DAi lAWALPUR 


i 


I ajn directed to refer to the subject noted above and to enclose 
,i copy of the minutes / decisions oF (lie G' 1 ' Provincial Cabinet Heeling held on 
29 ' 11 December, 20m.at 10:30 A-M. In the Conference llall, Istamia University 
T.tabm;ral|iur (Old Cnnipiis), ltahiwal|jur relating to your clepaitmenl tor 
information and necessary action ill lemis of Rules 20(15) ft. 30 of the Punjab 
Cover nmerit: Rules of Business, 2011: 


Hr> 

Agenda 

Dcpa il moot/ 
Officers _ 

1 

1"' 

i. Confirmation of Minutes of 5" 11 Provincial Cabinet Meeting 
held on 23,11.20 IQ ' ■ ■ 

li. HoUli cation uf Decisions or 2 V and 3 Hl MeetiTigs of tine 
Standing Committee of Cabinet on Finance ft. 
Development held on 15.11.2QIB & 17.. 17.2018 

Res peel ivdy 

„ ■ 

1 (Chief Secretary/' 
Secretary to the 
Cabinet), S&GAD 

fc 

Allocation of Vehicles tu the Provincial Cabinet and 
Rati on dilation ol Official Vehicles 

ACS Punjab 
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n 


G. 


/jnraal PeiroirnaiKe- igftij* W& # fBiJtafc fewsf 

Jr>?ay Depart™, ,f 

Draft Punjab Water Policy - - --- 


c. 

t] 


10 . 


11 , 


12 . 


13. 


'^Posai by (I) Defease Housing Authority, Rwp, 

5 ' , Isb ! . m ^ 3 t Ltd, Habib Rnfrque 

U i. a tneO. for grant of Concussion for the Construct ton 
Operation and Malnttinant^or DadJiodia Dam in Rswafotral! 
on timid Operate Transfer (DnT) basis Public Private 
S arttiefsr i• p Ar l ii r>n e m e h t 

Handing Over of Control of Lower PoiiioiTof CRBC and' 
° r Fu l ' Share ol Water Prom CJtDC to Punjab 
). Report of tho Auditor General of Pakistan on "the 
Accounts of Disaster Management Organi/aNon Punjab 
For the Audit Year 2017-in 

Auilit Reports by the Auditor General or Pakistan on tire 
Accounts of District Health and Education Authoriries 
- Tor theAudit Y ear 2017 - 2011 I (Mo Ulirurn Districts) 


li. 


_l_^np_ijjatrqn_oi Labour Deletio npulley pj^ab 
Flrgibilrty Criteria for selection/ Appointment" of Vice 
Jianceibr, Cholistan University of Veterinary & Animal 
^i^n^Fluhawjjlpur an d Con stitution of Search Committee 
Constitution Petition No, 17 %19 of 201ft- Establishment of 
_£Ou i IjjdJjijab Fpresl Com | ?qmy (sp|- q 
H uman Right Case No. * 505 of ZOlG Regarding 
enhancement of Salary of Doctors Working in SH&ME & 
P&SH Department 


Implementation of User Charges in Tertiary Care Hospitals 

of Pun fall 


14. 


I b. 


17, 


IQ. 


i'J. 


20 . 


21 . 

t.- 

iVj-lnJ-i 

22 .” 

i. 

iVlCilfJO 


o f Punja b_ 

ADP Schome # 13% "Ptiidvisc of Ventilators and laTitate 
wil.h Basic; 1CU Equipment (PHASE-!)" - Relaxfion of Rule 
2A of Punjab Procurement Rules 20M under Action 2d of 
General C la uses Ac t, [Q5G _ | 

Reg u lari nation of contract appointment cs AssistanF 
professors of different specialties at netfvfyi established 
medical colleges 3 


Request for Relaxation of Dan uri RecruitmenSof PostTin" 
Hon-D cv elopmertt Schemes * 


ACS {Energy) 


Irrigation 


Ftndnci: 


Industries 


L&UD 


ew&f 


5H&ME 


>'/ 
m • 


( •:. / i 
■I 1 1 


Relaxation of Ran for Implementation oP 3%" 
r eci 1 1 itr nent of the ri tegbled persons 
Approval of I uncls Lapsed During Financial Yen?” 7 017-Tis in 
[Srnc) ur ( ^ WaJpfrtd1 WFiSte Maragcmenj Company' 

Demand of Funds for Cfi®nda^ — J FduraLkli 
Pr on ram (CCEP) Rom Nov & Dec, 2017 to April 7 DD 
During the Current Financial v^r. -j m p. f n ' p lj 20 W 

Subsi dy oi i Export of Sugar " — — ~-‘——— — 

Amendment In W Pur** sSS^T^SVb,^,' 

Police Order 2DD7 - 


lota for ih^l Social Welfare 


I .GEiCD 


School 

Education 


Food 


Industries 


Industries 


(Home) j 
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n 

JJ 



duly fitted in 


i- ^ 



Tiie endosed ceil iflcute acknowledging receipt of Hie' decision^}. 

" r >- 

and signed^ may please he returned Lu Li if* Cabinet Wing, S&GAD. 


lit 


UiV*- 

(TAKIQ MEilMOOD, PMSJ 

SECTION OFFICER (CABIN EfT-II) 


A. The Secretery to Chief Minister, Punjab. 

?. The Secretary (iaq, sariAO. 

3, Tlie Addl. Secretary (Gen.)/Staff Officer to Chief Secretary, Punjab. 
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3K \USIDY ON 5X PORT QF SUGAR 


h'liimUiS al L5if■,S.S 1 Mulling uf dm Pi_uv(n$ial Cabinet: Z9.37.'£CtH 

;,C 7 T:Wr< 

JiEln 

r^o.is 

j g i Secretary hood briefed the Cabinet that provision nf subsidy on 

f-’ypdvt of sugar was discussed in a meeting held under the Chairmanship 
,vf Chief Minister an G' :J ' December 2013 in the light of verba! Information on 
decision uf- ECC dated 04.12.2018- It was resolved that rate of freight 
support/ export subsidy on export of sugar may be maintained at Inc La ?.l 
of share of subsidy (Rs. 5.35/Kg) shouldered by Govern merit uf the buinon 
during the year 2017- IS. It was also resolved that total volume o( e -P yt ' 
rrerght/sLibsidy shall not exceed Rs.3.0 billion. 

jn _2 He further informed that decision of the tLL licld on 

04 , 1 . 2.2013 pertaining of freight support on export of sugar, vvhic" a 

rcyrorfucGcl ~os und^r, 

T*-« "UTnSsV the ablest. 

due to varying p,oy..r=n ; ,nU^^ 


. „ , He e*re*ed ** «* 01 thft CCC W,lh rCadM : ' 

•’'I , on „ f rebow/rrelght subsidy was placed before the 

provision “ f - ■ , n , ts mee0ng p dd on 17.12.2018. The Cabinet 

committee on b .. _ m0 proposal of the department restricted the 

Committee de i fQ s2% or exports (in the light of Punjab's 

e; ,po, l mil ' o to fc,| 5ubslt)y outlay's limit to Rs. 3.0 billion. 

rrss— ——--° rt rr: 

PuhJeb prince may bo «sU«ed to 0 572 . M«T- Vhe --^ ' 

„pM provision 4 **>**> » sM,n 9 ^ 

w ■j.vnj oi wio id35ZUT.<«hld, matches the cost o' P^ uc ”' ‘ 
,2m;, for, need exchange rate 'of Hs.l3B.69 par US? V* on °b- 

jg.-i Accordingly, the Cabinet was requested to con5 '^”' b 

,,.prove to export of sugar unto maximum or 52% (0.572 MMTI » ^ vet: 


) J \J J' J f r - "■ r ■ I ■ . [. 

rtxporla allowed by the-ECC on 5.12.20111 with freight sunp...- 

l*Snt> 3 ft 111 -'1 '1 !iifi 
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. iVil’mlrcs ol iv iii rttoy oJ [he \ »inw11id;iI Cwl j inpt l ZO.i2,20tS 

subsidy @ Rs.5.35/k(j on n sliding scale from $ 3'13.00/MT up lo $ 435/.MT 
'ii if I subject Lo condition that Hnondal outlay on freight support, shall no!: 
exceed Ks.3.0 billion. 

19.5 Secretary Finance informed the Provincial Cabinet that the 

Issue of excess production of sugar was a national issue ahd the Federal 
Government used to shore subsidy on export with the Provincial 
Governments on 5U:5U basis. The latest decision of the FGC would have 

i 

detrimental impact on Punjab's finances as now there would,be no sharing 
and it would become a precedent for till times. Me further informed that the 
subsidies wore cohsidei ed economic distortions and should not he 
encouraged especially where the impact on eventual beneficiaries; he. 
formers, was nut clearly established. He advised that the Provincial cabined 
should order formula dan of a policy and plan lor gradual elimination of 
subsidy on sugar since it was not a staple diet like wheat. 


decision No. VJ : 


The Cabinet considered and approved the supplementary grant 
of- Rs. 3.0 billion, during CFY 2013-19, for freight support/ 
expo it subsidy- of sugar. 
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(TO UE RETURNED TO THE CABINET WING, SliGAD, AFTER SIGNATURE) 


CERTIFICATE 

I 

i 

CerLlfled that Cabinet decision (s) on agenda Items No.(s) / discussed in 

f> iri Heeling of Provincial Cabinet held on 29,12,2018 lias / have been received by me 

. + 

for information and necessary action as required under Rules 28(15) & 30 of the 
Punjab Government Rules of Business, 2011. 


(NAME tk SIGNATURE OF THE SECRETARY 
CONCERNED) 

•ft 

Date, . __ 


To 


The Section Officer (Cabinet-II), 

Government of the Punjab/ 

S&GAD. 
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SUMMARY K)K 111)1 CHIEF M1NISTF.K 





^ ^ # 

«i* 
- * i 


Subject: SUHSiDV ON EXTORT »K SUG AR 

Provision of subsidy oil export of sugar was discussed in a meeting held under 
Lhe Chairmanship of Cldef Minister oil 6 lh December 2018 at 10:00 am in die 
Committee Room 8-Club Road in die light of verbal_information on decisions of LCC 
dated 04.12.2018. Minutes attached (Annex-T). It was resolved dial rate of freight 
support/ export subsidy on export of sugar may he maintained at the level of share ot 
subsidy (Lbs. 5.35/Kg) shouldered by CovernmemW the Punjab during Lhe year 2017* 
18. tt was also resolved that total volume ol export freight/ subsidy shall noi exceed 
Rs. 3.0 billion. 

2. Meanwhile. decisions of Lhe E.CC held, on 04.12 2018 (Annex-IP) were 
received. The relevant decision pertaining to freight support on export of sugar is 
reproduced below: 

“The RCC underscored the importance of providing relief to the farmers 
by ensuring start of crushing by sugar mills at the earliest, ft was also decided 
that since the entire issue of freight support arose due to varying procurement 
prices oC sugarcane fixed bv Provincial CovcriiiiiEiits, therefore, Lhe height 
support may be determined/ paid by the respective Provincial Governments, it 
deemed appropriate.” 

3, Decisions of the ECC with regards to provision of export rebate/ height 
subsidy was placed before the Cabinet Committee on sugar sector in its meeting held 
on 17.12.2013. Minutes are attached (Annex-Ill). Tire Cabinet Committee deliberated 
upon the proposal of the Department restricting (he export limi t from Pun; ah Lo 52% 
of total exports (in the light of Punjab s share in total exports in 201 /-IS) and total 
subsidy outlay’s limit to Rs. 3.0 hiilion. After thorough discussion, the Committee 
resolved that export limit from Punjab Province may be restricted 1.0 0.572 MMT. The 
Committee also approved provision of subsidy on a sliding scale from $ 343.80/MT 












&h 


( ra on OS.I2.20IS) up to S 435/ Ml (which matches the cost of production as per 
PSMA) OO ft«dex<tang» rale ofRs.l3H.S9 per US* (« on OS. 12.2018). ' 

4. It is. therefore, requested to approve export or sugar up to maximum of 52% 
(0 572 MMT) of the total exports allowed by die ECC on 05.]2.u01S with fu.«ht 
support/ export subsidy @ R* 5.35/ Kg on a sliding scale from S 343.80/ MT to $ 

condition lhal financial outlay on freight support stall not 


435/ MT and subject to the 


exceed Rs. 3.0 billion. Other terms 


,s & conditions of exports, as decided by ECC on 



Chief Minister 


\ 


V 


X 
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(From Pre-page) 

SUBJECT: SUBSIDY ON EXPORT OF SUGAR 

07 , Summary has been examined. Finance Department has already 

released funds to the lune of Rs. 2.961 billion as Punjab s share tor discharge of 
pending rebate liabilities for export subsidy on sugar on 19.12.2018, through 
supplementary grant, in light of the approval/decisions of the 3 I|J meeting of otanding 
Committee of Cabinet on Finance & Development held on 12 . 1 2.201B {Annex-IV). 

08 . It is further highlighted that the matter of export of sugar is as much the 

liability of Federal Government as it is of the federating units. However, Punjab was 
not taken on board regarding the decision taken by ECC and the Federal Govt, 
unilaterally decided to pass this burden on the provinces, Moreover, it is added that 
no separate budgetary' allocation for subsidy on sugar export was made in the 
budget of current financial year. In case, proposal at Para 4/ante is approved, it 
would entail release of requisite funds as supplementary grant in current financial 
year, which would, in turn require approval of the Standing Committee of Cabinet on 
Finance & Development. Further, Finance Department is of the view that in future 
the Administrative Department should get the required funds allocated through 
budgetary provision as export of sugar is a recoil a r annua! practice so that provision 
of funds through supplementary grants is avoided. 
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SUBJECT: SUBSIDY ON EXPORT OF SUGAR 

-jO The summary has been re-examined. Subsidies aie never a preferred 

option and are instead considered distortion for sound economic management 
especially when the impact or concrete translation of such subsidies into welfare of 
the intended beneficiaries is not clear. Therefore, such economic distortions need to 
be discouraged in principle, rood Department should have provided analysis of 
actual impact of subsidies given in the past years for fair assessment of the initiative. 
Further, for future. Food Department should present policy options focusing welfare 
of farmers and agriculture sector of the province. 


1 p Furthermore, if such liability is entertained in the mid of the financial 

year without any prior budgetaiy allocation, it may require cuts in planned 
expenditure in other sectois, including the Annual Development Program. 

12 In light of the above, Finance Department reiterates its advice at 

Paras - 7 & 6/ante. 



13 l The above advice, as earlier advice, has been tendered on guidance of 

Finance Secretary, who is on way to Bahawalpur to attend Provincial Cabinet 

meeting, 
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Subject: SUBSIDY ON EXPORT OF SUGAR 

I -T The views at para 7j 8 & 10-13/ante a re owned /endorsed. 


16 . 


The issue was taken up by the Provincial Cabinet as ex-Agenda item in 


its meeting held on 29 December 2018 at Bahawafpur and decided. Chief Minister 

, $ 

Punjab may like to approve ox-post facto placement of case for consideration of the 
Provincial Cabinet. 



OOB SHEIKH) 

FINANCE SECRETARY 

Lahore 31*' December, 20Id 


CHIEF SECRETARY 


CHIEF MINISTER 
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Subject; SUBSIDY QN EXPE R T OF SUGAR. 

18 Chief Minister has seen and is pleased to approve the proposal 

contained at para 16 read with para 17/anle. 



(DRf^WEAUAHMACLSlDDldui} 
Principal Secretary to Chief Minister, 
Punjab 
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M^t*hy L\v^w*«* * n ,l TwlW 
IVWwMvr UvUtiMU 


( m i ft a i o $ 

PfMISTttn 


’ >l «*» 

**' *XtOU 


Islamabad, Lho iYcurnUu. 2Ult< 


otmjtrCT^ 


MmtOE^ya 

Hw » directed to wkt Jo Commerce lllvfckuv's let* 

^ number dated tivHViKHK on the *lw Subject and te slate (bat t{CC i>l <1 

iii it; meeting Mil on 4,12.20 lit, tecs taken the lolhm'ing decisions ivgaieln 
H s ^ Of sugar; 

CP JJ* Witten that sugar mills would start minhtng At full cftivucilv W 15 


gar mills would start crushing At full capacity by l$ rt 
r-.mrilKir, 20 IS to bo eligible for e.\jvrt of sugar Iws been waived: 

Lojyirt quvUA of Sugar for 21119 has been cnltamed to \\\ MMV. 
tV B-X umteriYOrod U ioimpt^ nvX'^j;jm>yk Uii^ relief to th e fanners bv 
Mgurj^ start of chisMftft by sugar milk «u t he writeM . li was olso 
cteenW UvM sinw khe entire issue of freight supjmrk arose duo to vwvuw 
preeLiremcot ptiortt of sugarcane fixed by the Provincial Govommoius 

jj¥gft^M »»ppitrt- may bo detenu hue!/tend by the ttwilvo 
Provin ci al Governments, i f deemed appropriate; and 

Division to retaaTks 2 billion lor pay mom of outlet lunilng claims 
oi freight so p part tt\t sugar e\ |V>ri, hoi ng fed e ml -sha it*. 



I k is requested tlvat a ctions lo Implement (ho said division of the LXC m .\y 
idtrdlyte Inf^^ forthvci^^ to tho Ministry of Coinmerev, A copy of 

flw decision of BCC is *tw endofittt, which ha s also bee n rrttjf tuM by I ho rudor.n l 
^Und^f^vor, State Bank of Pakistan (SBP) is to revise Its circular 

* hireling precfcduni rtf allocation of tjuota for export of sugar In accordance with iho 
eJxwre mention^ decisions of &X of Iho Cabinok. a 

(Muhammad A*ad) 
Section Officer (Exporl-fll) 


b The Sc s etTfetarj _ l i 

Ministry of Finance, Mitmabad, 

1 Tttt Governor, 

State hank of Pakistan, Karachi. 
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jVUNOirS OF 7 1JI MFFTING O F CABIN ET COM EVt ITTEE ON 
SUGAR SECTOR HELD ON 17 th DECEMBE R 2018 

A mee ^ ng oMllp Catl ' l,Gt Cummilteo on sugar sector was held nn 17 12.2918 nt 3'00 
mmm Com,T,fltee Room oF Ministers Block under the Chatonanshrp of Minister tor Food. 

Motuln Khar, Leghari, Minister for irrigation and Mian Aslam Iqbal. Minister for 
r rid lj sides also p ai [id pate iJ. 

! List of other participants also’attended. 

! 

3 Tha meeting started With a recitation from the Hof : y Quran. The Chair welcoming the 
pariitipanls appiised UiuL Government of the Punjab was-committed to synergetic growth of 
sugarcane growers, end sugar industry and Ural the Government did its best to address 
..uncuns of growers and that ol sugar Indusity He expressed Iris satisfaction that cane 
crushing has finally sel in underscoring importance or observing legal provisions with 
regards lu weigh! and rate of sugarcane, 

4 The Cane Commissioner apprised that 35 mil ls have sLatted crushing white G suua r 

jnrjjg may start-from ftp PRcem tei^oi 8 . Il was apprised'that legal provisions of the Punjab 
Sugar Factories (Control) Ad, 1950 have boon Observed witnessing delay in star I ol 
crushing by 6 defaulting sugar mills, it was apprised that necessary arrangements have 
boon put in place by District administrations and'Industries Department to monitor ihe 
procurement process and that on-site monitoring by [he Horrible Ministers/ Provincial 
Secretaries has also commenced. Following deliberations on draft amendments in the 
Punjab Sugai Factories (Control) Act, [950, it was apprised that ECC of the Federal Guvl in 
ils mealing on 0 5.12,2018 decided that Provincial Government, if deem appropriate, mov 
determine/^ freig ht sup pudsinegrthe is sued freight su^rt had of 

varying prices of sugarcane fixed by the Provinc i al Governments , It was further apprised^! 
aboil lationalo cited as reason for demand of freight support by FSMA is nut wolf founded 
yel decisions token in the meeting of the Chier Minister dated OB. 12,2013 were in [he light of 
rej-iouF: that Federal Gov! having fixed rato of freight support (gj R&, fi.s/ kg passed Ihe 
burden of its pay ments to Provincial Governmen ts St was also apprised that in wake of 
uncertainty in grant of freight support by Provincial Governments of Sindh and Khyber 
Paid ilunk haw, it would be fiTipergliyp jn place limits on, financ ial outlays to around R s ,3 Q 

J^llion. Director Special Branch apprised that data on sugar mills committing lessor lhan 
notified payments, non-issuance or CPRs and illegal weigh bridges had already been shared 
l-lcrne Department which, in lurn, had been shared will ! district administrations. 
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Afterdetailed deliberations, the following decisions were taken: 

It was resolved Lo keep the situation under constant review by the Cabinet 
Committee. 

I here shell bo no letup in action against undue delay in stall of crushing, non 
issuance of CPhfo, undue deductions in weights by sugar mills and acLion against 
illegal weigh scales/ kandas. it was furlhei resolved that Deputy Commissioners must 
ensure sealing the premise ot illegal weigh bridges while register Ini] HRs and 
ensuring arresl of the accused at the same lime. 

U W as re i Lera ted th&L stuff detailed in weighing areas or sugar mills must monitor the 
weighing practices of the mills and independently documenting lire weight or cane 
brought Lo sugar mills an dally basis. 

"9' j y ) Tbc Committee allowed deduction In weight on account of tup d> trash up to 3% and 
up to max G % in case of banned/ unapproved varieties. 
y 1 i her proposed amendments in EJin Punjab Sugar Factories Control Act, ISfoU wore 
discussed al length and were principally approved with some modifications, 
vi j The option or limiting Hie expo I Ls from Punjab and financial outlays tu Ks. 3.0 billion 
war; discussed at length. IL was resolved that Financial outlay may be maintained at 
r s 4,35 billion in wake of commitment made by the Chic I Minister in meeting on 
UG 12.2016- It was also resolved that Federal Government shall, however, be 
approached for sharing freight support on 50:GU basis as per historical pattern. Food 
Departme nt lo initiate the summary in the said terms with rebate on a sliding sca le 
from international market talc of S 343.60/ MT to MT and may consi der 

reducing export quota from Punjab to 0.52% per exports oF IIie last year) of Hie 


l red 
\ lofo 


total permission granted by FCC 

the meeting ended with a vote of thanks to and from tine Chair. 




<ST* 1^-' CjjA , 




KV.5-E^t 1H. 
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List of Participants 

Mr. Sami Uilah Chaudary, Minister for Pood In Chair 

Mr. M oh gin Laghari, Minister for Irrigation 
Mian Aslam Iqbal. Minister for Industries. 

Mr. Nadeem or Rehinan, Secretary Industries 

Mr. Wajid Ali Shah, Cane Commissioner 

Mr. Shahid Mohrnood, Director Special Branch 

Mr. Zartar Yah Haider, Director General (Extension) Agriculture 

Mr. Irshad Ahmad, Representative of Horne Department 

Mr Anwar Zahoor Qazr. Director Industries 
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